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REVIEW  OF  FEDERAL  RECREATION 
CONCESSIONS  MANAGEMENT 


THURSDAY,  MAY  27,  1993 

House  of  Representatives, 

Environment,  Energy, 
AND  Natural  Resources  Subcommittee 
OF  the  Committee  on  Government  Operations, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  9:30  a.m.,  in  room 
2203,  Rayburn  House  Ofifice  Building,  Honorable  Mike  Synar 
(chairman  of  the  subcommittee)  presiding. 

Present:  Representatives  Mike  Synar,  Carolyn  B.  Maloney,  and 
J.  Dennis  Hastert. 

Also  present:  Sandra  Z.  Harris,  staff  director;  Steve  Richardson, 
professional  staflF  member;  Elisabeth  R.  Campbell,  clerk;  and  Charli 
Coon,  minority  professional  staff,  Committee  on  Government  Oper- 
ations. 

OPENING  STATEMENT  OF  CHAIRMAN  SYNAR 

Mr.  Synar.  The  subcommittee  will  come  to  order.  This  morning 
the  Subcommittee  on  Environment,  Energy,  and  Natural  Resources 
continues  its  review  of  the  Federal  Government's  management  of 
recreation  concessions  on  Federal  lands.  This  is  the  fourth  of  our 
public  hearings  focusing  on  recreation  services  and  the  standards 
and  procedures  for  administering  agreements  between  the  Federal 
Government  and  private  parties. 

The  continuing  investigation  by  the  subcommittee  and  GAO  has 
identified  severe  problems  standing  in  the  way  of  professional  man- 
agement of  concessions  activity  at  the  national  parks  and  national 
forests,  including  low  concessioner  rates  of  return  which  do  not  re- 
flect the  fair  market  value,  inaccurate  and  incomplete  data  about 
concessioners,  and  outdated  and  inconsistent  policies. 

As  today's  hearing  will  demonstrate,  we  continually  learn  more 
and  more  about  resource  agencies'  longstanding  mismanagement  of 
private  concessioners  who  are  given  the  exclusive  right  to  operate 
forprofit  ventures  on  public  lands. 

Given  the  value  Americans  place  on  these  national  treasures  and 
the  benefits  these  private  companies  receive  for  the  privilege  of  op- 
erating on  public  land,  concessioners  simply  must  pay  more — and 
do  more — to  support  the  resource  system  that  supports  them. 

To  his  credit.  President  Clinton  s  budget  directs  more  funds  to 
such  pressing  issues  as  the  deterioration  of  resources  and  facilities 
by  funding  restoration  of  the  recreation,  health  and  safety  infra- 
CD 


structure  needs  of  our  national  parks  and  national  forests,  now  es- 
timated to  approach  $4  billion. 

The  new  administration  has  refocused  the  agencies'  priorities  in 
the  right  direction.  However,  even  as  those  improvements  proceed, 
the  agencies  will  still  be  faced  with  a  continuing  management  crisis 
in  areas  like  concession's  policy,  if  corrective  action  is  not  taken  im- 
mediately. 

Clearly,  it  is  time  for  a  change.  Until  now,  there  has  been  a  com- 
plete breakdown  of  central  authority  in  managing  recreation  con- 
cessions. 

Over  the  past  50  years,  the  Federal  Government  has  poured  tax- 
payers billions  of  dollars  into  developing  a  vast  array  of  rec- 
reational resources.  For  almost  as  long,  concerns  have  been  raised 
about  how  these  resources  have  been  managed. 

These  concerns  have  included  questions  on  how  to  address  such 
issues  as  the  deterioration  of  resources  and  facilities,  the  spiralling 
costs  of  operations  and  maintenance,  the  quality  and  type  of  serv- 
ices and  amenities  ofTered  to  the  public  by  private  and  public  con- 
cessioners, and  fairness  of  charges  paid  for  by  the  public  for  serv- 
ices and  amenities,  the  profits  of  concessioners  and  the  fees  they 
return  to  the  Treasury  for  the  exclusive  right  to  operate  these  busi- 
nesses on  public  lands. 

The  answers  to  these  questions  are  far  from  simple.  But,  hope- 
fully, the  subcommittee  investigation  will  play  a  small  role  in  turn- 
ing Uncle  Sucker  back  into  Uncle  Sam. 

We  have  a  first  class  system  of  conservation  units.  We  now  need 
a  first  class  national  system  for  managing  recreation  concessions. 

I  would  ask  unanimous  consent  that  the  opening  statements  by 
our  ranking  minority,  Dennis  Hastert,  as  well  as  Jan  Meyers  from 
Kansas  be  admitted  into  the  record.  We'd  also  ask  that  the  record 
remain  open  for  other  opening  comments. 

[The  prepared  statements  of  Mr.  Hastert  and  Mrs.  Meyers  fol- 
low:] 


J    DENNIS  HASTERT 
14tm  DisTmcT.  Illinois 
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Opening  Statement 

of 

The  Honorable  J.  Dennis  Hastert 

Ranking  Member 

Environment,  Energy  and  Natural  Resources  Subcommittee 

May  27,  1993 
Mr.  Chairman: 

Today  this  subcommittee  completes  its  ongoing  review  of 
recreation  concession  issues  as  well  as  examining  ski  areas  located 
on  Forest  Service  land.  In  previous  hearings,  this  subcommittee 
expressed  concerns  about  the  management  practices  and  related 
administrative  policies  of  the  National  Park  Service,  the  U.S. 
Forest  Service  and  other  Federal  Agencies  in  their  operation  of 
recreation  concessions  on  federal  land.  As  a  result  of  these 
previous  hearings,  former  Secretary  Lujan  initiated  reforms  to 
improve  concessions  management  within  the  National  Park  Service. 
I  look  forward  to  the  testimony  today  to  learn  what  progress  has 
been  made  in  implementing  these  measures. 

Additionally,  in  these  previous  hearings,  we  heard  testimony 
from  the  General  Accounting  Office  that  in  1989,  concessionaires 
doing  business  with  the  federal  government  paid  only  $32  million, 
or  about  2%,  in  franchise  fees  on  gross  receipts  of  more  than  $1.5 
billion.   Today  we  will  again  hear  from  the  General  Accounting 
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Office  that  in  1991,  privately  ovmed  ski  areas  operating  on  Forest 
Service  land  generated  $737  million  in  gross  sales,  yet  paid  a  mere 
$13.5  million  in  fees,  or  only  about  2.2%  of  total  revenues 
generated,  to  the  federal  government.  These  figures  are  disturbing 
as  they  raise  the  question  of  whether  the  taxpayers  are  receiving 
a  fair  and  reasonable  return  for  the  use  of  government-owned 
facilities  and  land.  Indeed,  as  guardians  of  the  public  treasury. 
Congress  has  a  responsibility  to  ensure  that  the  federal  government 
manages  its  resources  wisely. 

Let  me  close  by  welcoming  our  panelists.  I  look  forward  to 
hearing  your  testimony  and  your  responses  to  the  questions  we  will 
raise  today. 


JAN  MEYERS 

3D  OISTUCT  KANSAS 

WASHINGTON  OFFICE 
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VICE  CHAIRMAN 
ENVIBONMEMTAL  ANO  ENEflGY  STUD*  COMMITTEE 


Statement  of  Congresswoman  Jan  Meyers  (R-Kansas) 

before  the 
Government  Operations  Subcommittee  on  Environment, 
Energy  and  Natural  Resources 
May  27,  1993 


Mr.  Chairman  and  members  of  the  Subcommittee,  I  appreciate 
having  this  opportunity  to  submit  a  statement  on  National  Park 
Service  concessions  reform.   Unfortunately,  as  Ranking  Republican 
of  the  Small  Business  Committee,  I  am  unable  to  testify 
personally  because  of  a  hearing  in  the  Small  Business  Committee. 

I  commend  the  Subcommittee  for  its  continued  interest  and 
oversight  in  federal  land  agencies'  concessions  policies.   With 
our  constituents  demanding  that  Congress  closely  scrutinize 
government  policies  for  waste  and  mismanagement,  I  believe  the 
Government  Accounting  Office  (GAO)  reports  requested  by  the 
Chairman  have  highlighted  significant  weaknesses  in  current 
National  Park  Service  (NPS)  concessions  policies. 


Let  me  first  say  I  believe  the  NPS  does  an  excellent  job  in 
providing  superb  recreational  opportunities  with  limited 
resources.   However,  NPS  concessions  are  not  operated  in  the  same 
manner.   GAO  reports  show  the  NPS  concessions  policies  are 
operating  in  a  less  than  open  business  environment,  providing 
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incumbent  concessioners'  contracts  with  little,  if  any, 
competition.   Even  more  disturbing,  concessioners  own  substantial 
appreciating  assets  in  buildings  and  structures  they  use  to 
provide  concession  services,  while  benefitting  from  low 
franchise  fees. 

After  reviewing  the  GAO  reports  and  Department  of  Interior 
Inspector  General  audits,  I  believe  Congress  must  enact 
corrective  legislation.   I  have  introduced  H.R.  1493,  the 
National  Park  Service  Concession  Policy  Reform  Act,  which  is 
identical  to  legislation  sponsored  by  Senator  Dale  Bumpers.   This 
reform  act  has  been  endorsed  by  the  National  Parks  and 
Conservation  Association. 

H.R.  1493  brings  about  much-needed  reform  of  NPS 
concessions  policies  by  replacing  the  current  system  with  level- 
field  business  practices — without  impairing  concessions  delivery 
or  concessioners'  profits.    I  am  pleased  that  Mr.  McHugh,  my 
Republican  colleague  on  the  Subcommittee,  is  a  cosponsor  of  H.R. 
1493. 

Let  me  tell  you  about  my  bill.   H.R.  1493  authorizes  the 
Secretary  of  Interior  to  set  minimum  franchise  fees  for 
concessions  contracts,  either  new  or  up  for  renewal.   This  is 
desperately  needed  since  preliminary  1991  figures  from  the 
National  Park  Service  reveal  concessioners  grossed  $618  million, 
but  paid  only  $18.1  million  in  franchise  fees  to  the  government — 


just  2.9  percent.   According  to  the  Congressional  Budget  Office, 
H.R.  1493  would  generate  $40  million  in  additional  franchise 
fees.   And,  rather  than  depositing  franchise  fees  into  general 
revenue,  H.R.  149  3  redirects  these  fees  into  a  special  trust  fund 
solely  devoted  to  addressing  the  $2.2  billion  backlog  of  park 
repair  and  maintenance  needed  in  our  national  parks.   With  an 
estimated  half  million  visitors  expected  to  visit  our  national 
parks  annually  by  the  end  of  the  century,  this  trust  fund  will 
ensure  that  our  park  system  infrastructure  is  adequately 
maintained  under  the  increasing  wear  and  tear  these  visitors  will 
bring. 

My  bill  also  opens  concessions  contracts  to  competition  by 
repealing  the  preferential  right  to  renew  contracts.   This 
preferential  right  results  in  concessions  contracts  up  for 
renewal  being  awarded  to  incumbent  concessioners  even  though  a 
lower  bid  might  have  been  submitted.   Right  now,  all  an 
incumbent  concessioner  must  do  to  retain  his  contract  is  match 
any  better  bid.   This  preferential  right  gives  incumbent 
concessioners  a  near  monopoly,  a  finding  which  was  documented  by 
the  Interior  Department's  Inspector  General  audit  report  (90-62). 
That  audit  found  that  of  29  contracts  up  for  renewal  between  1985 
and  1989,  28  were  awarded  to  the  existing  concessioner  who 
submitted  the  onlv  offer  for  the  contract. 

I  fully  support  elimination  of  this  preferential  right.   The 
current  concessions  policies  are  restraining  enterprising 
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businesses  from  pursuing  concessions  contracts  up  for  renewal. 
Potential  concessioners  refuse  to  submit  bids  because  it  is  not 
worth  the  time  to  prepare  a  bid  when  they  know  the  incumbent 
concessioner  can  simply  match  the  offer  and  receive  the  contract. 

Finally,  my  bill  also  eliminates  the  financial  bonanza 
concessioners  receive  through  possessory  interest.   As  you  know, 
the  NPS  is  the  only  federal  agency  which  confers  to 
concessioners  the  appreciated  value  of  any  facility  (constructed 
or  improved)  located  within  a  national  park.   My  bill  requires 
concessioners  to  value  their  structures  at  their  original  cost — 
less  scheduled  depreciation.   Since  concessioners  currently  use 
the  depreciated  value  of  their  property  on  federal  tax  returns, 
this  is  an  equitable  manner  to  value  concessioners  investments. 
This  treats  concessioners  the  same  as  businesses  operating 
outside  a  national  park's  boundary. 

My  bill  also  provides  that  if  a  concessioner  is  terminated 
or  sells  his  contract,  the  value  of  the  structure  is  the 
depreciated  cost  at  that  time.   Existing  contracts  are  not 
affected  by  this  provision. 

Mr.  Chairman,  thank  you  for  holding  this  hearing.   I  am 
aware  of  your  interest  in  reforming  NPS  concessions  and  am 
familiar  with  the  legislation  you  have  introduced.   Although  our 
bills  differ,  I  look  forward  to  working  with  you  on  our  common 
objective.   Should  you  hold  additional  hearings,  I  hope  my 


schedule  will  permit  me  to  offer  my  comments  in  person.    Thank 
you. 
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Mr.  Synar.  We're  going  to  have  to  wait  a  couple  seconds  here  be- 
cause I've  got  to  have  a  second  in  order  to  do  the  appropriate 
things  with  our  GAO.  Keith,  do  anv  of  you  at  GAO  object  to  pro- 
ceeding without  being  sworn  in  and  we'll  swear  you  in  as  soon  as 
another  Member  arrives? 

Mr.  FULTZ.  That's  fine. 

Mr.  Synar.  Then  our  first  panel  this  morning  is  no  stranger  to 
this  subcommittee.  I  welcome  Keith  Fultz,  the  Director  of  Planning 
and  Reporting  for  Resources,  Community,  and  Economic  Develop- 
ment Division  at  the  GAO.  He's  accompanied  by  James  Hunt,  Ned 
Woodward,  and  John  Kalmar,  all  of  whom  have  assisted  this  sub- 
committee in  the  past. 

Gentlemen,  welcome  again.  Keith,  at  this  time,  we  look  forward 
to  your  comments.  I  also  want  to  take  this  opportunity  to  thank 
you  for  your  continued  service  to  this  subcommittee  on  this  very 
vital  issue. 

Mr.  Fultz.  Thank  you  very  much.  Mr.  Chairman,  I'd  like  to  sum- 
marize my  statement  this  morning,  but  I  would  like  to  have  the  en- 
tire statement  made  part  of  the  record. 

Mr.  Synar.  Without  objection. 

STATEMENT  OF  KEITH  O.  FULTZ,  DIRECTOR,  PLANNING  AND 
REPORTING,  RESOURCES,  COMMUNITY,  AND  ECONOMIC  DE- 
VELOPMENT DIVISION,  U.S.  GENERAL  ACCOUNTING  OFFICE, 
ACCOMPANIED  BY  JAMES  HUNT,  ASSISTANT  DIRECTOR; 
JOHN  KALMAR,  ASSIGNMENT  MANAGER;  AND  NED  H.  WOOD- 
WARD, SENIOR  EVALUATOR 

Mr.  Fultz.  I'll  try  to  keep  my  comments  brief.  As  you  said,  Mr. 
Chairman,  over  the  past  3  years,  you've  held  many  hearings  and 
I've  appeared  before  this  subcommittee  on  many  occasions  to  dis- 
cuss the  problems  in  the  government's  management  of  recreation 
concessioners  on  Federal  lands. 

As  I  have  testified,  the  Federal  agencies  lack  complete  and  accu- 
rate financial  management  data.  Tney  have  little  assurance  that 
the  Federal  Government  is  receiving  a  fair  return  from  the  conces- 
sioners, and  the  agencies  policies  and  procedures  are  antiquated 
and  inconsistently  applied.  In  short,  Mr.  Chairman,  the  agencies 
have  not  done  a  very  good  job  of  managing  concessioners. 

Sound  management  is  an  important  aspect  because  concessioners 
are  the  primary  operators  in  our  national  recreation  areas  that 
contain  some  of  our  greatest  natural  resources.  However,  deteriora- 
tion, as  you've  mentioned,  is  widespread,  and  the  existing  infra- 
structure which  now  approaches  $200  billion — again,  thats  $200 
billion — is  in  a  growing  state  of  disrepair.  The  cost  of  deferred 
meiintenance  in  our  national  parks  and  forests  alone  is  about  $3 
billion. 

Let  me  now  briefly  discuss  the  problems  that  we  have  identified. 
The  agencies  still  lack  the  data  they  need  to  effectively  manage  the 
programs.  In  1991,  we  reported  that  none  of  the  six  Federal  agen- 
cies maintain  complete  data  on  the  total  number  of  concessioners, 
the  length  and  type  of  contracts,  the  gross  revenues  generated,  or 
the  fees  paid  to  the  government.  Without  this  data,  the  manage- 
ment of  concessioners  is  based  on  hunch  and  instinct  rather  than 
on  fact. 
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Now,  in  response  to  our  testimony,  and  I  think  to  their  credit, 
the  agencies  did  form  a  task  force  and  they  did  acknowledge  that 
major  improvements  are  needed  to  upgrade  information  resources 
so  they  can  better  manage  the  concessioners.  To  date,  however,  the 
agencies  have  developed  only  initial  plans  for  improving  their  data. 

We  have  since  identified  several  instances  in  which  the  agencies 
were  hampered  in  managing  concessioners  because  they  lacked  ac- 
curate information.  In  one  recent  report,  we  pointed  out  that  the 
Forest  Service  did  not  have  enough  data  to  assess  the  effects  an 
alternative  fee  system  would  have  on  the  fees  it  receives  from  ski 
areas  operating  on  Service  land.  They  simply  couldn't  tell  us 
whether  this  system  would  be  in  the  best  interest  of  the  taxpayer. 

Also,  in  an  ongoing  effort  for  this  subcommittee,  we  found  that 
the  Park  Service  had  virtually  no  information  on  about  1,200  con- 
cessioners operating  under  commercial  use  licenses  because  it  has 
no  requirements  for  annual  overall  performance  reviews,  it  doesn't 
conduct  health  and  safety  inspections,  nor  does  it  conduct  price  re- 
views. 

In  1991,  we  testified  that  concessioners  generated  about  $1.4  bil- 
lion in  gross  revenues  but  paid  the  government  only  $35  million  in 
fees,  an  average  return  of  about  2  percent.  Today,  Federal  agencies 
remain  unable  to  explain  how  the  fees  in  any  one  concession  agree- 
ment represent  a  fair  return  to  the  government. 

Such  is  the  case  with  the  Forest  Service's  management  of  ski 
area  operators.  In  1991,  these  operators  generated  $737  million  in 
gross  revenues  but  paid  the  government  only  $13.5  million  in  fees, 
or  again  about  2  percent.  The  Forest  Service  now  recognizes  that 
it  needs  to  review  whether  current  fees  represent  a  fair  return. 

In  1991  and  again  in  1992,  Mr,  Chairman,  we  testified  that  it 
was  difficult  to  determine  whether  the  Federal  Government  was  re- 
ceiving a  fair  return  from  the  Park  Service  concessioners,  in  part 
because  the  Park  Service  was  receiving  various  types  of  what  it 
calls  nonfee  compensation. 

Now,  under  nonfee  compensation  agreements,  the  concessioner 
generally  repairs  or  improves  government-owned  facilities  in  lieu  of 
paying  a  fee.  However,  the  Park  Service  has  not  developed  a  sys- 
tem to  determine  what  types  of  nonfee  compensation  are  appro- 
priate, how  they  should  be  valued,  or  how  they  should  be  tracked. 

This  basic  information  is  important  because  some  have  been 
found  to  use  these  funds  to  purchase  vending  machines,  snowmo- 
biles that  are  rented  to  visitors,  and  other  revenue-  producing 
items  rather  than  to  pay  for  the  maintenance  or  capital  improve- 
ments that  they  were  supposed  to  do. 

In  1991,  we  testified  that  the  Bureau  of  Reclamation  did  not  seek 
any  return  when  it  entered  into  an  agreement  with  the  city  of 
Scottsdale  for  the  use  of  about  760  acres  of  government  land. 
Scottsdale  leased  these  lands  to  private  operators  who  developed  a 
combination  equestrian  center  theme  park  and  a  golf  complex. 

These  operators  generated  about  $24  million  in  gross  revenues 
from  1988  through  1990,  and  the  city  was  entitled  to  receive  about 
$1.5  million  in  compensation.  However,  I  think  it's  important  to 
note  that  the  Federal  Grovemment  will  not  receive  any  fee  or  com- 
pensation during  the  75  years  covered  by  these  agreements.  The 
Bureau  concurred  with  our  recommendations  to  revise  its  policy 
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guidance  but  to  date  has  not  done  so.  Thus,  the  government's  inter- 
ests are  still  not  being  protected. 

Our  work  for  this  subcommittee  has  also  shown  the  need  for  de- 
veloping more  effective  and  current  policies  that  govern  the  conces- 
sion operations.  Revising  outdated  policies  and  developing  new 
ones,  we  feel,  would  give  the  agencies  a  better  opportunity  both  to 
promote  competition  in  the  awarding  of  contracts  and  to  ensure  a 
fair  return  for  the  government. 

Now  we  have  concluded  that  two  specific  policies  are  not  in  the 
interest  of  the  government.  One  deals  with  possessory  interest, 
which  is  the  right  of  concessioners  to  be  compensated  for  improve- 
ments that  they  might  make  on  Federal  land,  and  the  other  is  the 
preferential  right  of  contract  renewal  which  grants  existing  conces- 
sioners the  right  to  match  any  better  offer  for  a  new  contract. 

Interior,  to  its  credit,  has  tried  to  address  these  issues  adminis- 
tratively, but  this  simply  hasn't  worked.  The  changes  it  has  imple- 
mented have  proved  cumbersome  and  prompted  only  minor  revi- 
sions to  policy.  In  our  opinion,  a  permanent  solution  to  these  prob- 
lems can  only  come  through  legislation,  and  GAO  would  be  willing 
to  work  with  the  committee  if  you'd  like  us  to  in  that  regard. 

Mr.  Chairman,  when  I  first  appeared  before  this  subcommittee 
several  years  ago  to  discuss  concessioner  issues,  I  said  that  the 
lack  of  data  and  the  inconsistent  policies  had  hampered  the  Agen- 
cy's decisionmaking  process.  We  raised  questions  about  whether 
tne  Federal  Grovernment  was  receiving  a  fair  return  for  the  use  of 
its  land. 

Our  subsequent  reports  and  testimonies  that  we've  done,  many 
of  the  reviews  at  your  request  have  echoed  this  theme.  I  wish  I 
could  bring  you  a  aifferent  message  today,  but  I  cannot.  The  agen- 
cies still  do  not  have  sufficient  data  to  adequately  manage  conces- 
sion operations.  They  still  cannot  demonstrate  that  they  are  receiv- 
ing a  fair  return.  They  still  have  to  revise  or  develop  policies  that 
would  improve  their  management  of  concessioners. 

As  I  mentioned,  the  Federal  Government  has  a  huge  investment 
in  its  recreation  resources,  again  over  $200  billion,  and  it's  in  some 
serious  state  of  disrepair.  The  responsible  agencies  need  to  improve 
their  management  of  concessioners  to  ensure  that  the  government 
is  fairly  compensated  for  the  use  of  its  land,  that  the  visiting  public 
is  provided  with  healthy  and  safe  services,  and  that  the  Nation's 
recreation  resources  are  protected  so  that  they  can  be  used  by  fu- 
ture generations. 

Mr.  Chairman,  that  concludes  my  summary,  and  we'd  be  glad  to 
respond  to  any  questions  that  you  or  Mr.  Hastert  might  have. 
Thank  you. 

[The  prepared  statement  of  Mr.  Fultz  follows:] 
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Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  pleased  to  be  here  today  to  summarize  our  work  on  the 
federal  government's  policies  and  practices  for  managing  recreation 
concessioners  on  federal  land.   Over  the  past  3  years,  I  have 
appeared  before  this  Subcommittee  on  several  occasions  to  present 
our  findings  on  various  aspects  of  this  issue.   Today  I  would  like 
to  summarize  these  findings  and  the  agencies'  progress  in 
addressing  them,  as  well  as  how  the  need  for  effective  management 
of  concessioners  is  a  key  component  of  a  much  broader  issue--that 
is,  sustaining  the  nation's  natural  resources  for  future 
generations . 

When  we  first  appeared  before  this  Subcommittee,  we  testified 
that  the  data  needed  for  managing  concessioners  were  incomplete, 
the  agencies  could  not  ensure  that  they  were  receiving  a  fair 
return  from  concessioners  for  the  use  of  federal  land,  and  some 
policies  that  would  improve  the  agencies'  management  of 
concessioners  had  yet  to  be  developed  or  revised.^  Today  we  are 
here  to  tell  you  that  very  little  has  changed  over  the  past  3 
years.   In  short  Mr.  Chairman,  the  agencies  are  still  not  doing  a 
good  job  of  managing  concessioners. 

Managing  concessioners  is  important  because,  in  many  cases, 
concessioners  are  the  primary  operators  in  national  recreation 
areas  that  contain  some  of  our  greatest  natural  treasures. 
However,  deterioration  in  these  areas  is  widespread,  and  the 
existing  infrastructure- -approaching  $200  billion  in  value--is  in  a 
growing  state  of  disrepair.   The  cost  of  deferred  maintenance  in 
our  national  parks  and  forests  alone  is  nearly  $3  billion. 
Concessioners  play  a  vital  role  in  enhancing  the  public's  enjoyment 
of  our  national  parks,  forests,  and  other  recreation  areas.   At  the 
same  time,  the  agencies  managing  concessioners  have  an  obligation 
to  ensure  that  these  concessioners  provide  healthy  and  safe 
services  to  the  public,  that  the  government  receives  a  fair  return 
for  the  use  of  its  land,  and  that  these  natural  resources  are 
adequately  preserved  and  protected  so  they  can  be  enjoyed  not  only 
today  but  also  in  the  future. 

I  would  now  like  to  discuss  in  greater  detail  each  of  the 
areas  in  which  federal  agencies  still  need  to  improve  their 
management  of  concessioners. 

DATA  ON  CONCESSIONERS 
ARE  NOT  COMPLETE 

Federal  agencies  still  lack  the  data  needed  to  effectively 
manage  concessioners.   In  1991,  we  reported  that  none  of  the  six 


^These  reports  and  other  pertinent  GAO  reports  and  testimonies 
are  listed  in  attachment  I. 
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federal  agencies  managing  recreation  concessioners  maintained 
complete  data  on  the  total  number  of  concessioners,  the  length  and 
type  of  contracts,  the  gross  revenues  generated,  or  the  fees  paid 
to  the  government.^   In  addition,  the  data  that  were  available  were 
not  centrally  maintained.   In  order  to  collect  what  we  considered 
to  be  very  basic  inventory  data,  we  had  to  ask  each  agency  to  poll 
its  field  offices.   From  this  survey,  we  reported  that  there  were 
about  9,000  concession  agreements. 

During  our  testimony  before  this  Subcommittee  in  1991,  we  also 
pointed  out  that,  to  adequately  manage  the  thousands  of 
concessioners  operating  on  federal  recreation  lands,  the  agencies 
needed  reliable  data.   In  our  opinion,  without  such  data, 
management  of  concessioners  would  be  based  on  hunch  and  instinct 
rather  than  on  fact.   In  response  to  our  testimony,  the  agencies 
formed  a  task  force  on  concessions.   The  task  force  acknowledged, 
in  its  April  1992  report,  that  major  improvements  were  needed  to 
upgrade  information  resources  to  improve  the  overall  management  of 
concessioners.^  To  date,  however,  the  agencies  have  taken  no 
actions  except  to  develop  initial  plans  for  upgrading  information 
resources . 

In  reviews  since  1991,  we  have  identified  several  instances  in 
which  a  lack  of  data  hampered  the  agencies  in  their  management  of 
concessioners.   For  example,  our  recently  issued  report  on  Forest 
Service  ski  area  fees  noted  that  the  Forest  Service  did  not  have 
sufficient  data  to  reliably  assess  what  effects  a  proposed 
alternative  fee  system  would  have  on  future  ski  area  fees  and 
whether  this  system  would  represent  the  best  interest  of  the 
taxpayer. 

In  an  ongoing  effort  for  this  Subcommittee,  we  found  that  a 
lack  of  data  had  also  hampered  the  Park  Service  in  its  management 
of  concessioners.   We  found  that  the  Park  Service  had  virtually  no 
information  on  about  1,200  concessioners  operating  under  commercial 
use  licenses  because  it  has  no  requirements  for  annual  overall 
performance  reviews,  health  and  safety  inspections,  or  price 
reviews.   Without  such  information,  the  Park  Service  cannot  ensure 
that  the  visiting  public  receives  healthy  and  safe  services  from 
these  concessioners  at  a  reasonable  price. 


^These  agencies  include  the  National  Park  Service,  Bureau  of  Land 
Management,  Bureau  of  Reclamation,  and  U.S.  Fish  and  Wildlife 
Service  within  the  Department  of  the  Interior;  the  U.S.  Forest 
Service  within  the  Department  of  Agriculture;  and  the  U.S.  Army 
Corps  of  Engineers  within  the  Department  of  Defense. 

^Report  of  the  Concessions  Management  Task  Force  Regarding 
Commercial  Recreational  Activities  on  Federal  Lands.  U.S. 
Department  of  the  Interior,  April  17,  1992. 
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AGENCIES  ARE  NOT  OBTAINING  A 
FAIR  RETURN  FROM  CONCESSIONERS 

In  1991,  we  testified  that  the  fees  paid  by  concessioners 
appeared  low.   On  the  basis  of  available  financial  data,  we 
reported  that  concessioners  generated  about  $1.4  billion  in  gross 
revenues  and  paid  the  government  about  $35  million  in  concession 
fees--an  average  return  to  the  government  of  about  2  percent. 
Today,  federal  agencies  managing  concessioners  remain  unable  to 
adequately  demonstrate  or  explain  how  the  fees  in  any  one 
concession  agreement  represent  a  fair  return  to  the  government. 

The  system  that  the  Forest  Service  uses  to  calculate  ski  fees 
does  not  ensure  that  the  federal  government  receives  a  fair  return 
for  the  use  of  its  land.   In  1991,  ski  area  operators  on  Forest 
Service  land  generated  $737  million  in  gross  revenues  and  paid  the 
government  $13.5  million  in  fees--a  return  of  about  2  percent. 
Legislation  was  proposed  during  the  102nd  Congress  to  replace  the 
existing  fee  system  with  a  new  one.   While  this  new  system, 
designed  by  the  ski  industry  and  supported  by  the  Forest  Service, 
would  have  been  simpler  to  implement,  it  also  did  not  ensure  that 
the  government  would  receive  a  fair  return.   The  proposed 
legislation  was  not  enacted.   Currently,  the  Forest  Service  is 
studying  another  fee  system  that,  it  says,  will  provide  for  a  fair 
return  to  the  government.   However,  no  date  has  been  established 
for  implementing  the  new  system. 

In  1991  and  1992,  we  testified  that  it  was  difficult  to 
determine  whether  the  federal  government  was  receiving  a  fair 
return  from  Park  Service  concessioners,  in  part  because  the  Park 
Service  was  receiving  various  types  of  non-fee  compensation  from 
concessioners.   While  the  Park  Service  has  made  an  effort  to 
identify  non-fee  compensation  in  some  of  its  more  recent  contracts, 
it  has  yet  to  develop  the  policy  guidance  needed  to  manage  non-fee 
compensation. 

Non-fee  compensation  generally  involves  the  concessioner 
performing  repairs,  maintenance,  improvements,  or  construction  to 
government-owned  facilities--either  in  lieu  of  or  in  addition  to 
paying  a  franchise  fee.   The  Park  Service  has  a  detailed  system  for 
calculating  franchise  fees,  but,  to  date,  it  has  not  developed  a 
similar  system  to  determine  what  types  of  non-fee  compensation  are 
appropriate  and  how  they  should  be  valued.   In  addition,  the  Park 
Service  has  no  guidance  on  how  non-fee  compensation  should  be 
tracked.   For  example,  at  Yellowstone,  the  major  concessioner  is 
required  by  the  contract  to,  among  other  things,  spend  about  20 
percent  of  the  previous  year's  gross  revenues  for  maintenance  and 
capital  improvements  to  upgrade  park  facilities.   However, 
Interior's  Inspector  General  stated  in  a  1990  report  that  the 
concessioner  was  using  part  of  these  funds  to  purchase  revenue- 
producing  items,  such  as  vending  machines  and  snowmobiles  to  rent 
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to  visitors,  rather  than  for  maintenance  or  capital  improvements.* 
Without  policy  guidance  on  how  to  track  non-fee  compensation,  the 
Park  Service  cannot  ensure  that  the  government  is  receiving  a  fair 
return. 

The  Park  Service's  concessioner  contracts  at  Mt.  Rushmore  and 
Yosemite  also  provide  for  non-fee  compensation.   The  Mt.  Rushmore 
concession  contract,  which  became  effective  in  January  1993, 
requires  the  concessioner  to  pay  a  5-percent  franchise  fee  and 
identifies  non-fee  compensation  valued  at  about  20-percent  of  gross 
revenues.   This  non-fee  compensation  includes  the  repair, 
maintenance  and  improvement  of  government-owned  facilities.   In  the 
new  proposed  Yosemite  contract--the  largest  concession  contract  in 
the  federal  government--the  entire  return  to  the  government 
consists  of  non-fee  compensation.   Instead  of  paying  a  franchise 
fee,  the  new  concessioner  will  contribute  to  the  park  in  a  variety 
of  ways,  including  participating  in  a  capital  improvement  fund  and 
a  repair  and  maintenance  fund,  both  of  which  are  intended  to 
benefit  government-owned  facilities.   The  Park  Service  estimates 
that  it  will  receive  about  a  20-percent  return  from  this  contract. 

In  1991,  we  testified  that  the  Bureau  of  Reclamation  did  not 
seek  any  return  when  it  entered  into  two  land-use  agreements  to 
lease  760  acres  of  federal  land  for  75  years  to  the  city  of 
Scottsdale,  Arizona.   The  city  of  Scottsdale,  in  turn,  leased  these 
lands  to  private  commercial  operators  that  developed  two  major 
recreation  facilities--a  combination  equestrian  center  and  theme 
park  as  well  as  a  golf  complex  that  includes  both  a  municipal 
course  and  a  championship  course.   The  city  of  Scottsdale  leased 
these  lands  to  the  private  commercial  operators  in  exchange  for  a 
percentage  of  their  gross  revenues.   These  operators  generated 
about  $24  million  in  gross  revenues  from  1988  through  1990,  and  the 
city  was  entitled  to  receive  about  $1.5  million  in  compensation. 
Neither  the  Bureau  of  Reclamation  nor  the  federal  government  will 
receive  any  fee  or  compensation  during  the  75  years  covered  by 
these  agreements.   Although  Bureau  headquarters  officials  were 
unable  to  tell  us  the  extent  to  which  the  agency  has  entered  into 
such  agreements,  we  identified  three  other  similar  agreements  in 
Arizona  that  the  Bureau  had  approved.   We  recommended  that  no 
future  agreements  be  negotiated  or  approved  until  the  Bureau  of 
Reclamation  establishes  policies  and  guidance  on  (1)  when  and  under 
what  conditions  the  government  should  be  compensated  for  the  use  of 
Bureau  lands,  (2)  what  types  of  recreation  are  appropriate  for 
Bureau  lands,  and  (3)  limitations  to  public  use  of  the  lands  and 
fees  charged  the  public.   In  response  to  our  July  1991  report,  the 
Bureau  stated  that  it  concurred  with  our  recommendations  and  would 
include  them  in  its  revised  policy  guidance.   The  Bureau,  however. 


*Department  of  the  Interior's  Office  of  Inspector  General. 
Followup  Review  of  Concessions  Management:   National  Park  Service 
(Report  No.  90-62,  Apr.  16,  1990). 
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is  still  in  the  process  of  revising  this  guidance.  As  a  result, 
because  there  is  no  new  guidance,  the  government's  interests  are 
still  not  being  protected. 

SOME  CONCESSION  POLICIES 
NEED  REVISION 

Our  work  for  this  Subcommittee  has  shown  the  need  for 
developing  more  effective  concession  policies.   Some  concession 
policies  are  simply  antiquated  and  need  revision.   Still  others, 
which  could  guide  the  agencies  toward  more  effective  concession 
management,  have  yet  to  be  developed.   Revising  outdated  policies 
and  developing  new  ones  would  give  the  agencies  a  better 
opportunity  both  to  promote  competition  in  the  awarding  of 
contracts  and  to  achieve  a  fair  return  to  the  government. 

Since  1975,  we  have  concluded  that  possessory  interest--the 
right  of  concessioners  to  be  compensated  for  improvements  they  make 
on  federal  land — and  the  preferential  right  of  contract  renewal 
were  not  in  the  government's  best  interest.   The  Park  Service  is 
trying  to  reduce  possessory  interest  by  setting  requirements  in 
some  recent  contracts  to  write  off  part  or  all  of  the 
concessioner's  possessory  interest  during  the  term  of  the  contract. 
Once  the  possessory  interest  is  written  off,  ownership  of  the 
concession-owned  improvements  will  eventually  revert  to  the 
government . 

The  preferential  right  of  contract  renewal  grants  existing 
concessioners  the  right  to  match  any  better  offer  for  a  new 
contract.   As  a  result,  it  puts  a  chilling  effect  on  attempts  to 
add  more  competition  to  the  contract  award  process.   The  Park 
Service  is  currently  trying  to  redefine  what  type  of  preferential 
right,  if  any,  is  appropriate  for  existing  concessioners. 

The  Department  of  the  Interior  has  tried  to  address  these 
issues  administratively.   However,  the  changes  that  it  has 
implemented  have  proved  cumbersome  and  have  led  to  only  minor 
changes  in  policy.   Possessory  interest  and  preferential  right  of 
renewal  remain  part  of  the  Concessions  Policy  Act  of  1965. 
Therefore,  a  permanent  solution  to  these  problems  can  only  come 
through  legislation. 

As  previously  stated,  policies  remain  to  be  developed  in  the 
areas  of  Park  Service  non-fee  compensation  and  the  terms  and 
conditions  of  Bureau  of  Reclamation's  land-use  agreements. 
Developing  policies  and  guidelines  in  these  areas  will  not  only 
help  provide  for  a  fair  return,  but  will  also  create  an  opportunity 
for  improving  the  management  of  these  agencies'  recreation  areas. 
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OTHER  ISSUES  FACE  RECREATION 
RESOURCE  MANAGERS 

Now  I  would  like  to  talk  more  broadly  about  issues  facing  our 
nation's  natural  resources.   Our  December  1992  Transition  Series 
report  to  the  new  Congress  and  administration  on  Natural  Resources 
Management  Issues  states  that  the  management  of  these  resources  is 
at  a  crossroads.   Significant  shortfalls  in  staffing  and  funding 
are  requiring  the  six  agencies  primarily  responsible  for  managing 
and  protecting  the  nation's  natural  resources  to  compromise 
existing  maintenance  and  reconstruction  standards  and  to  make 
trade-offs  among  important  yet  competing  work  priorities.   One 
alternative  to  further  compromises  in  services  or  maintenance 
standards  is  to  obtain  a  better  return  for  the  sale  or  use  of 
natural  resources  on  federal  land.   However,  our  work  for  this 
Subcommittee  indicates  that  recreation  concessioners  on  federal 
land  may  not  be  paying  their  fair  share  of  the  cost  to  stop  the 
decline  in  the  condition  of  the  nation's  recreation  resources  and 
related  infrastructure. 

Although  annual  appropriations  for  managing  natural  resources 
have  increased  in  recent  years,  these  increases  have  not  been  large 
enough  to  make  a  dent  in  the  needs  for  repairing  the  infrastructure 
and  increasing  staff.   Moreover,  budgetary  constraints  will  require 
substantial  cuts  to  discretionary  spending  in  future  fiscal  years 
and  will  not  allow  funding  for  new  or  deferred  needs.   As  a  result, 
the  Congress  and  administration  now  face  a  difficult  choice:  they 
must  find  new  sources  of  funding  for  the  agencies  responsible  for 
managing  natural  resources,  find  ways  for  these  agencies  to  operate, 
more  efficiently,  or  they  must  make  further  cutbacks  in  the 
agencies'  services  or  standards  for  maintaining  facilities  and 
land. 


Mr.  Chairman,  when  I  first  appeared  before  this  Subcommittee 
in  1991  to  discuss  concessioner  issues,  I  reported  that  a  lack  of 
data  and  inconsistent  policies  had  hampered  the  agencies'  decision- 
making and  that  it  was  questionable  whether  the  federal  government 
was  receiving  a  fair  return  for  the  use  of  its  land.   Our 
subsequent  reports  and  testimonies  have  echoed  this  theme.   I  wish 
I  could  bring  you  a  different  message  today,  but  I  cannot.   The 
agencies  still  do  not  have  sufficient  data  to  adequately  manage 
concession  operations,  they  still  cannot  demonstrate  that  they  are 
receiving  a  fair  return,  and  they  still  have  to  revise  or  develop 
some  policies  that  would  improve  their  management  of  concessioners. 
Over  the  past  3  years,  we  have  made  eight  specific  recommendations 
to  improve  the  agencies'  management  of  concessioners.   With  few 
exceptions,  these  recommendations  have  not  been  implemented.   The 
federal  government  has  a  huge  investment  in  its  recreation 
resources,  and  we  believe  that  the  agencies  need  to  improve  their 
management  of  concessioners  to  ensure  that  the  government  is  fairly 
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compensated  for  the  use  of  its  land,  the  visiting  public  is 
provided  with  healthy  and  safe  services,  and  the  nation's 
recreation  resources  are  adequately  protected  so  they  will  be 
available  for  future  generations. 

Mr.  Chairman,  this  concludes  my  statement.   We  will  be  happy 
to  answer  any  questions  that  you  or  other  Members  of  the 
Subcommittee  may  have. 
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ATTACHMENT  I  ATTACHMENT  I 

PERTINENT  GAP 
REPORTS  AND  TESTIMONIES 


Forest  Service;   Little  Assurance  That  Fair  Market  Value  Fees  Are 
Collected  From  Ski  Areas  (GAO/RCED-93-107,  Apr.  16,  1993). 

Natural  Resources  Management  Issues  (GAO/OCG-93-17TR,  Dec.  1992). 

National  Park  Service;   Policies  and  Practices  for  Determining 
Concessioners'  Building  Use  Fees  (GAO/T-RCED-92-66 ,  May  21,  1992). 

Federal  Lands:  Oversight  of  Long-Term  Concessioners  (GAO/RCED-92- 
128BR,  Mar.  20,  1992)  . 

Bureau  of  Reclamation;   Land-Use  Agreements  With  the  City  of 
Scottsdale,  Arizona  (GAO/T-RCED-91-74 ,  July  11,  1991). 

Bureau  of  Reclamation;   Federal  Interests  Not  Adeguatelv  Protected 
in  Land-Use  Agreements  (GAO/RCED-91-174,  July  11,  1991). 

Federal  Lands:   Improvements  Needed  in  Managing  Concessioners 
(GAO/RCED-91-16  3,  June  11,  1991). 

Forest  Service:   Difficult  Choices  Face  the  Future  of  the 
Recreation  Program  (GAO/RCED-91-115,  Apr.  15,  1991). 

Recreation  Concessioners  Operating  on  Federal  Lands  (GAO/T-RCED-91- 
16,  Mar.  21,  1991). 

Changes  Needed  in  the  Forest  Service's  Recreation  Program 
(GAO/T-RCED-91-10,  Feb.  27,  1991). 

Parks  and  Recreation:   Resource  Limitations  Affect  Condition  of 
Forest  Service  Recreation  Sites  (GAO/RCED-91-48,  Jan.  15,  1991). 

National  Forests:   Special  Recreation  Areas  Not  Meeting  Established 
Objectives  (GAO/RCED-90-27,  Feb.  5,  1990). 

Management  of  Public  Lands  by  the  Bureau  of  Land  Management  and  the 
U.S.  Forest  Service  (GAO/T-RCED-90-24 ,  Feb.  6,  1990). 

Parks  and  Recreation:   Maintenance  and  Reconstruction  Backlog  on 
National  Forest  Trails  (GAO/RCED-89-182,  Sept.  22,  1989). 

Parks  and  Recreation:   Problems  with  Fee  System  for  Resorts 
Operating  on  Forest  Service  Lands  {GAO/RCED-88-94 ,  May  16,  1988). 
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ATTACHMENT  I  ATTACHMENT  I 

Parks  and  Recreation:   Interior  Did  Not  Comply  With  Legal 
Requirements  for  the  Outdoors  Commission  (GAO/RCED-88-65,  Mar.  25, 
1988)  . 

Parks  and  Recreation:   Park  Service  Managers  Report  Shortfalls  in 
Maintenance  Funding  (GAO/RCED-88-91BR,  Mar.  21,  1988). 

Maintenance  Needs  of  the  National  Park  Service  (GAO/T-RCED-88-27 , 
Mar.  23,  1988). 

Parks  and  Recreation;   Limited  Progress  Made  in  Documenting  and 
Mitigating  Threats  to  the  Parks  (GAO/RCED-87-36 ,  Feb.  9,  1987). 

Parks  and  Recreation;   Recreational  Fee  Authorizations, 
Prohibitions,  and  Limitations  (GAO/RCED-86-149 ,  May  8,  1986). 

Corps  of  Engineer's  and  Bureau  of  Reclamation's  Recreation  and 
Construction  Backlogs  (RCED-84-54,  Nov.  25,  1984). 

The  National  Park  Service  Has  Improved  Facilities  at  12  Park 
Service  Areas  {RCED-83-65,  Dec.  17,  1983). 

Information  Regarding  U.S.  Army  Corps  of  Engineers'  Management  of 
Recreation  Areas  (RCED-83-63,  Dec.  15,  1983). 

National  Parks'  Health  and  Safety  Problems  Given  Priority;   Cost 
Estimates  and  Safety  Management  Could  Be  Improved  (RCED-83-59, 
Apr.  25,  1983). 

Increasing  Entrance  Fees  --  National  Park  Service  (RCED-82-84, 
Aug.  4,  1982). 

Facilities  in  Many  National  Parks  and  Forests  Do  Not  Meet  Health 
and  Safety  Standards  (CED-80-115,  Oct.  10,  1980). 

Better  Management  of  National  Park  Concessions  Can  Improve  Services 
Provided  to  the  Public  (CED-80-102,  July  31,  1980). 

Concession  Operations  in  the  National  Parks  --  Improvements  Needed 
in  Administration  (RED-76-1,  July  21,  1975). 
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Mr,  Synar.  Thank  you,  Mr.  Fultz.  Gentlemen,  now  that  I  have 
a  second,  why  don't  we  all  get  sworn  in.  As  you  know,  it  is  the  pol- 
icy of  the  subcommittee  to  swear  all  witnesses  in  in  order  not  to 
prejudice  any  past  of  future  witnesses.  Please  raise  your  right 
hand. 

[Witnesses  sworn.] 

Mr.  Synar.  Mr.  Hastert,  do  you  have  any  opening  comments? 

Mr.  Hastert.  No,  Mr.  Chairman. 

Mr.  Synar.  Thank  you.  Mr.  Fultz,  26  months  ago  you  testified 
that  our  National  Park  Service  was  the  only  Federal  land  manage- 
ment agency  that  had  a  centralized  system  for  recording  and  track- 
ing concession  arrangements,  but  that  even  the  Park  Service  could 
not  determine  the  total  number  of  concession  agreements.  I  guess 
the  natural  question  is:  Why  not? 

Mr.  Fultz.  Well,  once  we  began  our  review,  we  quickly  found  out 
that  none  of  the  six  land  management  agencies  had  a  complete  in- 
ventory of  the  concession  agreements,  the  revenues  generated,  or 
the  fees  submitted  from  any  of  the  concessioners.  The  information 
was  available  in  what  we  would  call  rough  form  in  its  regional  op- 
erations, but  there  was  no  complete  centralized  data  at  all. 

Mr.  Synar.  Can  you  tell  us  how  many  concession  agreements  the 
Park  Service  has? 

Mr.  Fultz.  The  Park  Service  has  about  180  long-term  agree- 
ments and  about  1,300  to  1,400  short-term  agreements. 

Mr.  Synar.  Is  it  true  that  the  Park  Service  told  you  during  your 
investigation  of  its  financial  information  on  its  contracts  that  they 
bring  in  about  $13.2  million  in  concession  revenue? 

Mr.  Fultz.  We  had  to  find  that  out. 

Mr.  Synar.  In  fact,  in  our  last  session  when  we  talked  to  you, 
you  stated  that  while  the  Park  Service  maintains  a  centralized 
data  base,  the  data  base  is  not  complete,  is  it? 

Mr.  Fultz.  That's  essentially  correct. 

Mr.  Synar.  Did  GAO  make  recommendations  to  correct  that  situ- 
ation? 

Mr.  Fultz.  Yes,  we  have. 

Mr.  Synar.  Has  the  Park  Service  implemented  those  rec- 
ommendations? 

Mr.  Fultz.  No.  They  really  have  not.  I  think  they're  getting  a 
good  start,  but  there's  a  long  way  to  go  before  we  can  really  have 
a  good  handle  on  this  situation. 

Mr.  Synar.  Now,  last  May  you  told  us  that  the  National  Park 
Service  headquarters  could  not  even  tell  GAO  the  total  number  of 
government-owned  buildings  used  by  concessioners;  is  that  correct? 

Mr.  Fultz.  That  is  correct. 

Mr.  Synar.  Now,  what  did  GAO  have  to  do  to  discover  that  infor- 
mation? 

Mr.  Fultz.  Here  again,  we  had  to  go  out  to  each  of  the  individual 
regions  and  park  units  and  gather  the  information  through  data 
collection  instruments  for  the  total  number  of  building  use  agree- 
ment in  effect,  the  number  of  facilities  covered  by  those  agree- 
ments, and  the  fees  charged. 

Mr.  Synar.  So,  in  fact,  the  national  headquarters  didn't  have  the 
information  so  you  went  to  the  regional  concession  managers  to 
find  it? 


24 

Mr.  FULTZ.  That  is  correct. 

Mr,  Synar.  Was  that  data  accurate? 

Mr.  FuLTZ.  It  was  not  totally  accurate.  We  found  some  inconsist- 
encies, and  they  didn't  have  a  total  number  of  the  facilities  that  ex- 
isted within  the  various  units.  But  we  were  able  to  generate  what 
we  feel  is  a  good  indication  of  the  total  number  of  buildings  cov- 
ered. 

Mr,  Synar.  For  the  record,  how  many  government-owned  facili- 
ties are  assigned  to  concessioners  that  are  administered  by  the  Na- 
tional Park  Service? 

Mr.  FuLTZ.  About  1,400. 

Mr.  Synar.  For  the  record,  it  was  GAO  and  not  the  Park  Service 
that  compiled  that  rough  inventory  of  government  buildings;  is  that 
correct? 

Mr.  FuLTZ.  That  is  correct. 

Mr.  Synar.  Mr.  Fultz,  the  GAO  recently  concluded  a  review  of 
the  commercial  use  licenses;  did  you  not? 

Mr.  Fultz.  Yes,  we  have.  We're  doing  the  review  for  the  sub- 
committee, as  a  matter  of  fact. 

Mr.  Synar.  What  did  you  find? 

Mr.  Fultz.  Here  again,  we  found  that  the  information  is  really 
not  available.  In  fact,  for  the  roughly  1,200  to  1,300  agreements, 
very  little  data  is  available.  They  don't  know  the  fees  being 
charged,  they  don't  know  the  services  being  provided,  they  don't 
have  financial  information,  and  they  don't  perform  health  and  safe- 
ty inspections.  Again,  it  is  just  a  very  loosely  run  program  like  we 
found  with  many  of  the  other  concession  operations. 

Mr.  Synar.  So  there  was  no  information  on  length  or  type  or  in- 
come from  these  contracts? 

Mr.  Fultz.  That  is  correct.  All  we  could  find  out  is  that  they  pay 
a  fee  of  about  $50  to  $100,  which  is  an  administrative  fee. 

Mr.  Synar.  What  does  that  mean  in  dollars  and  cents? 

Mr.  Fultz,  Well,  what  it  means  is  we  do  not  know  whether  a  fair 
return  is  being  received  by  the  Federal  Government  for  the  use  of 
these  facilities  or  what  the  permits  are  used  for. 

Mr.  Synar.  Mr.  Fultz,  that  sounds  like  deja  vu  all  over  again.  I 
think  you  know  in  March  1991  this  subcommittee  learned  that  the 
Park  Service  did  not  even  know  how  many  people  it  was  doing 
business  with  and  it  did  not  have  complete  financial  information  on 
the  concession  agreements  under  its  jurisdiction.  Last  May,  you 
told  this  subcommittee  again  that  the  agency  didn't  even  know  how 
many  government-owned  facilities  they  were  assigned  to  protect.  Is 
that  correct? 

Mr.  Fultz.  That  is  correct. 

Mr.  Synar.  As  I  recall,  also  at  both  of  those  previous  sessions 
with  this  subcommittee,  we  asked  GAO  and  the  Park  Service  about 
the  availability  of  financial  information  on  commercial  use  licenses. 
Did  you  all  make  any  recommendations  to  correct  that  situation? 

Mr.  Fultz.  Yes,  we  did.  We  recommended  that  the  Park  Service 
collect  this  information  for  commercial  use  as  well  as  the  other 
type  of  agreements  that  they  have. 

Mr.  Synar.  Did  they  implement  those  recommendations? 
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Mr.  FULTZ.  Not  fully,  no.  They  are  what  I  would  call  in  the  proc- 
ess of  developing  that  data.  But  I  think  it's  goin^  to  take,  at  their 
pace,  an  extremely  long  time  for  them  to  get  this  information, 

Mr.  Synar.  Tell  me  the  bottom  line.  What's  the  impact  of  them 
not  collecting  and  maintaining  that  data? 

Mr,  FuLTZ,  Without  good  data  you  really  can't  manage  the  pro- 
gp-ams  effectively.  You  have  no  assurance  that  you're  managing  the 
programs  effectively.  Without  good  financial  information,  there's  no 
way  to  establish  good  internal  controls.  Of  course,  without  internal 
controls,  also  that  raises  the  question  of  potential  fraud,  waste,  and 
abuse  within  the  programs.  Quite  simply  put,  these  programs  are 
very  loosely  run, 

Mr,  Synar,  Hunch  and  instinct  don't  work,  do  they? 

Mr,  FuLTZ,  No,  they  do  not,  sir, 

Mr,  Synar.  And  we  don't  know  whether  we're  getting  the  fair 
market  value  for  our  taxpayers? 

Mr.  FuLTZ.  We  do  not, 

Mr,  Synar,  Mr,  Hastert. 

Mr,  Hastert,  No  questions, 

Mr,  Synar,  Mrs,  Maloney, 

Mrs.  Maloney,  Since  we  are  in  the  computer  age,  why  have  they 
not  computerized?  You  said  in  your  testimony  that  the  accumula- 
tion of  data  was  centralized.  It  certainly  isn't  very  complicated.  It 
is  a  revenue  source  for  the  country.  Why  in  the  world  was  it  not 
computerized? 

My  daughter  computerizes  her  studies.  Most  people  computerize, 
I  would  think  they  would  take  one  person,  particularly  since  you 
can  buy  a  desktop  and  computerize  information  that's  needed.  Do 
you  have  any  explanation  why  that  was  never  done? 

Mr.  FuLTZ.  I  think  that  wnen  the  agencies  first  started  to  oper- 
ate concessioners  in  the  park  system  and  in  the  forests  that  the  in- 
tent was  to  ^et  services  out  there,  to  have  services  provided  to  the 
public.  I  think  their  emphasis  was  providing  services.  Through 
time,  these  concessioners  grew,  the  services  provided  became  many, 
and  I  think  the  program  just  got  away  from  them,  quite  frankly, 
I  don't  think  it  was  a  priority, 

I  share  your  concerns,  I  think  that  in  today's  age,  the  fact  that 
we  had  to  go  to  individual  units  to  collect  the  information  from  the 
six  land  management  agencies  that  we  reviewed  is  not  acceptable. 
We  think  they  should  get  on  with  it  and  get  this  information, 

Mrs,  Maloney.  Do  you  have  any  idea  of  how  much  revenue  was 
brought  from  these  various  concessions  to  the  Federal  Govern- 
ment? I  assume  the  revenue  from  these  concessions  goes  into  the 
Federal  Treasury,  What  happens  to  the  revenue  from  these  conces- 
sions? 

Mr.  FuLTZ,  Well,  we  have  been  able  to  collect  some  data  from  the 
individual  units  about  the  amount  of  revenues  generated.  But, 
quite  frankly,  I  would  not  want  to  sit  here  and  tell  you  that  I  can 
guarantee  the  number  is  X  million, 

Mrs.  Maloney,  Generallv  speaking, 

Mr,  FuLTZ.  Well,  it's  about — the  revenues  that  we  could  find 
were  about  $1.4  billion,  and  they  generated  about  $35  million  in 
fees.  Again,  it's  about  a  2  percent  return  from  the  revenues  gen- 
erated. This  money  does,  in  fact,  as  you  say,  go  into  the  Treasury, 
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Mrs.  Maloney.  It  goes  into  the  general  Treasury? 

Mr.  FuLTZ.  Yes. 

Mrs.  Maloney.  How  are  the  concessions  given  out?  In  New  York 
City,  where  I'm  from,  it's  a  source  of  great  competition.  The  conces- 
sions in  our  parks  bring  in  tremendous  revenues  to  the  individuals 
who  are  fortunate  enough  to  receive  them.  How  does  our  govern- 
ment determine  what  unit  will  benefit  from  public  land  in  accumu- 
lating personal  wealth? 

Mr.  FuLTZ.  We  enter  into  contracts  through  negotiations  with  the 
various  concessioners.  These  contracts  are  for,  in  most  cases,  long 
periods  of  time,  15,  20,  years. 

Mrs.  Maloney.  So  tneyre  negotiated  contracts? 

Mr.  FuLTZ.  They're  negotiated  contracts.  But  I  think,  as  I  men- 
tioned in  my  opening  remarks,  that  the  concessioners  that  have  ex- 
isting contracts  have  a  right  of  renewal,  and  the/re  allowed  to 
match  basically  any  new  offer  that  comes  in.  That,  we  have 
found — the  agencies  have  told  us  that  has  a  way  of  detracting  a  lot 
of  competition.  Companies  really  aren't  willing  to  go  out  and  do  a 
lot  of  work  as  far  as  developing  contracts  and  developing  the  nec- 
essary information  to  make  it  a  reasonable  bid.  So  it  has  a  way  of 
stymieing  competition.  Of  course,  that  has  its  disadvantages. 

Mrs.  Maloney.  I  believe  in  the  committee  report  that  I  read  that 
there  were  no  controls  on  fair  market  value  and  no  real  oversight 
or  management  on  making  sure  a  competitive  price  was  received 
for  these  concessions. 

Mr.  FuLTZ.  I  would  say  for  the  most  part  I  certainly  would  not 
feel  comfortable  saying  that  there's  a  fair  market  return.  In  the  in- 
formation that  we  have  gleaned  from  the  records,  it  would  indicate 
that  there  is,  in  many  cases,  a  very  low  rate  of  return,  somewhere 
around  2  percent  is  an  average,  but  some  are  very  much  lower.  In 
fact,  there  are  some  concessioners  making  hundreds  of  thousands, 
and  perhaps  even  into  the  low  millions,  paying  an  extremely  low 
rate  of  return  to  the  government. 

Mrs.  Maloney.  Would  it  not  be  better  if  we  competitively  bid 
these  contracts,  advertised  them  for,  say,  60  days  and  circulated 
them  and  then  see  what  the  best  price  is?  It  might  bring  in  a  lot 
more  revenue,  and  I  certainly  would  like  more  revenue  as  opposed 
to  new  taxes. 

Mr.  FuLTZ.  That  seems  very  reasonable. 

Mrs.  Maloney.  Why  hasn't  it  been  done? 

Mr.  FuLTZ.  I  beg  your  pardon? 

Mrs.  Maloney.  Why  hasn't  it  been  done? 

Mr.  FuLTZ.  I  think  one  of  the  reasons  is  because  of  the  pref- 
erential right  of  renewal  for  existing  contracts.  Many  of  these  con- 
tracts were  entered  into  several  years  ago.  I  think  it's  important 
to  note  that  many  of  these  contracts  are  now  becoming  due.  We're 
now  in  a  position  in  the  next  3,  4,  5  years  where  many  of  these 
contracts  will  have  expired. 

If  legislation  is  introduced  that  could  effectively  minimize  the 
preferential  right  of  renewal,  the  possessory  interest,  and  other 
areas  that  weVe  mentioned,  I  think  we're  at  a  very  good  time 
where  we  could  make  some  substantial  changes. 

Mrs.  Maloney.  Would  it  be  appropriate,  Mr.  Synar,  since  we  are 
about  to  vote  on  one  of  the  biggest  tax  increases  in  the  history  of 
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this  country,  that  we  try  to  get  a  fair  return  from  the  public  lands 
to  offset  pain  and  provide  more  money  for  services,  et  cetera? 
Couldn't  we  propose,  have  the  committee  draft  legislation,  to  re- 
quire that  all  of  these  sites  be  competitively  bid  so  that  we  can  get 
more  revenue  into  the  Treasury;  likewise,  that  we  come  up  with  a 
standardized  questionnaire  on  site,  location,  revenue?  I'd  be  very 
interested  in  one  particular  question,  how  the  concessioners 
achieves  the  right  to  be  there.  Was  it  negotiated?  Was  it  inherited? 
Was  it  competitively  bid?  I  would  bet  everybody  in  this  room  that 
those  concessions  that  are  competitively  bid  bring  in  substantially 
more  revenues  than  those  that  are  not. 

Mr.  Synar.  Mrs.  Maloney,  welcome  to  the  subcommittee,  and 
H.R.  743  is  where  you  need  to  park. 

Mrs.  Maloney.  You've  already  got  it  in,  huh? 

Mr.  Synar.  We're  in  and  it  s  sitting  over  in  Mr.  Miller's  sub- 
committee. 

Mrs.  Maloney.  He's  always  ahead  of  me. 

Mr.  Synar.  We  introduced  that  on  behalf  of  the  subcommittee, 
and  I  think 

Mrs.  Maloney.  What  is  that,  competitive  bid? 

Mr.  Synar.  It's  everything,  standardizing. 

Mrs.  Maloney.  Great.  Well,  add  me  as  a  cosponsor. 

Mr.  Synar.  Good.  Mr.  Fultz,  let  me  go  into  another  area  here. 
Fees  are  not  the  only  form  of  compensation  paid  by  the  conces- 
sioners. 

Mr.  Fultz.  That  is  correct. 

Mr.  Synar.  According  to  the  debate,  shouldn't  the  issue  of  wheth- 
er or  not  nonfee  compensation  should  be  paid  to  concessioners  be 
considered? 

Mr.  Fultz.  Absolutely.  Nonfee  compensation  is  a  practice  that 
we  find  that  the  land  management  agencies  seem  to  be  going  to 
more  and  more.  Essentially,  as  part  of  the  contract,  the  conces- 
sioners agree  to  put  back  a  certain  percentage  of  their  revenues 
into  maintenance  and  repairs  to  government-owned  structures. 
They  agree  to  perform  certain  types  of  activities. 

Mr.  Synar.  Give  us  some  examples  of  that. 

Mr.  Fultz.  Well,  I  think  repairing  roofs,  making  capital  improve- 
ments on  the  facilities.  In  fact,  some  of  our  larger  national  parks, 
Yosemite,  Mount  Rushmore,  Yellowstone,  all  have  a  rather  signifi- 
cant portion  of  this  nonfee  compensation  in  their  contracts.  In  fact, 
in  some  cases,  it's  20  percent  of  the  revenues  generated  by  the  con- 
cessioner. 

Mr.  Synar.  Has  the  Park  Service  determined  how  to  value  those 
nonfee  compensations? 

Mr.  Fultz.  No,  they  have  not.  In  fact,  that's  part  of  the  problem. 
They  haven't  established  a  criteria  for  what  nonfee  compensation 
is.  They  haven't  established  a  procedure  for  tracking  or  monitoring 
to  make  sure  that  the  work  that  is  specified  is  pertbrmed.  This  is 
an  issue  which  I  think 

Mr.  Synar.  So  no  definition,  no  standards  of  tracking? 

Mr.  Fultz.  No,  no  tracking,  no  monitoring. 

Mr.  Synar.  How  much  is  fee  and  how  much  is  nonfee? 

Mr.  Fultz.  It  depends  through  the  negotiation. 

Mr.  Synar.  Is  this  based  upon  fact  or  hunch  and  instinct? 
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Mr.  FULTZ,  Again,  I  think  it's  based  upon — given  the  lack  of  com- 

Elete  and  accurate  information,  I  would  have  to  say  it's  probably 
ased  upon  more  hunch  and  instinct  than  it  is  on  real  fact. 

Mr.  Synar.  Does  the  Park  Service  have  any  policy  guidance  on 
how  to  value  different  kinds  of  nonfee? 

Mr.  FuLTZ.  No. 

Mr.  Synar.  Does  the  Park  Service  have  any  program  for  tracking 
at  all?  You  said  no  tracking.  Do  they  have  nothing? 

Mr.  FuLTZ.  No  tracking  at  all. 

Mr.  Synar.  Finally,  in  the  1991  report,  the  Department  of  the  In- 
terior's Office  of  Inspector  General  found  that  the  Park  Service 
used  limited  maintenance  funds  for  direct  benefit  of  park  conces- 
sioners and  other  nongovernmental  recipients  without  reimburse- 
ment, or  other  considerations.  Do  you  think  that's  a  problem? 

Mr.  FuLTZ.  Yes.  I  think  that  is  a  problem.  I  think  the  fact  that 
there  have  been  examples  that  have  been  found  where  revenue-en- 
hancing activities  have  been  acquired  with  nonfee  compensation  is 
a  major  concern.  Again,  the  government  just  simply  doesn't  know 
what  we're  getting  and  what  we're  supposed  to  be  getting  and  what 
types  of  activities  are  being  paid  for  through  these  nonfee  funds. 

Mr.  Synar.  The  OIG  also  found  that  because  of  the  lack  of  track- 
ing, and  guidelines,  and  other  things,  that  the  Park  Service  ought 
to  change  its  ways.  Did  the  Park  Service  accept  those  recommenda- 
tions and  change? 

Mr.  FuLTZ.  That's  something  that  I  think  the  Park  Service  would 
be  in  a  better  position  to  address.  However,  I  would  say  that  based 
upon  what  we've  seen,  the  recommendations  which  have  been  made 
by  the  OIG  have  not  been  successfully  implemented. 

Mr.  Synar.  Let  me  see  if  I  can  summarize  this.  The  IG  found 
that  about  $2  million  in  Park  Service  maintenance  expenditures 
were  outlays  that  directly  benefited  concessioners  which  should 
have  been  reimbursed  either  through  a  fee  or  a  nonfee  compensa- 
tion, and  nothing  was  ever  done  to  correct  that  situation? 

Mr.  FuLTZ.  That's  my  understanding. 

Mr.  Synar.  Mr.  Fultz,  in  a  new  GAO  report  just  issued  by  this 
subcommittee,  we  learned  that  the  current  fee  system  for  ski  areas 
operated  on  public  lands  does  not  insure  that  the  Forest  Service  re- 
ceives the  fair  market  value  for  the  use  of  those  Forest  Service 
lands. 

Let's  start  at  the  very  beginning.  Doesn't  the  law  require  that 
the  Forest  Service  collect  fair  market  value  from  ski  area  operators 
or  permitees? 

Mr.  Fultz.  Yes,  it  does.  I  think  it's  commonly  referred  to  as  the 
Ski  Area  Permit  Act  of  1986. 

Mr.  Synar.  How  many  ski  areas  are  there  in  the  Forest  Service 
administered  lands? 

Mr.  Fultz.  Approximately  140. 

Mr.  Synar.  How  much  money  are  we  talking  about  in  terms  of 
gross  revenues  versus  fees  paid  for  by  ski  operators? 

Mr.  Fultz.  The  ski  industry  had  revenues  of  about  $737  million 
and  paid  around  $13.5  million  in  fees. 

Mr.  Synar.  How  much  did  those  lands  generate  in  revenues, 
gross  revenues  for  the  operators? 

Mr.  Fultz.  Again,  about  $737  million. 
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Mr.  Synar.  And  we  got  $13.5  million  in  fees. 

Mr.  FuLTZ.  That's  right,  or  about  2  percent. 

Mr.  Synar.  About  2.2  percent. 

Mr.  FuLTZ.  Yes. 

Mr.  Synar.  That  doesn't  sound  like  some  ma  and  pa  operation. 
Those  areas  are  pretty  big  areas,  aren't  they? 

Mr.  FuLTZ.  Some  are  very  large.  In  fact.  Vail,  Steamboat,  and 
Aspen  are  examples  of  large  ski  operations  on  Federal  land. 

Mr.  Synar.  Are  these  local  outfits  that  run  these  ski  areas? 

Mr.  FuLTZ.  No.  I  think  some  of  them  are  very  large  corporations. 

Mr.  Synar.  Like  who? 

Mr.  FuLTZ.  I'd  have  to  check. 

Mr.  Synar.  Is  Ralston-Purina,  or  rich  individuals  like  Leon  Black 
formerly  of  Drexel  Bumham,  or  international  investors  like  Credit 
Lyonnaise,  and  Japanese  corporations  like  Kamori  Kanko  Co.,  and 
oil  companies  like  Apex  and  Sinclair  Oil  involved? 

Mr.  FuLTZ.  I'm  not  in  a  position  to  state  affirmatively  today,  but 
we  could  provide  that  to  the  record,  Mr.  Chairman,  as  to  who  the 
owners  of  these  facilities  are. 

[The  information  can  be  found  in  the  appendix.] 

Mr.  Synar.  If  you  would.  If  fees  paid  for  by  the  ski  and  other 
concessioner  operators  to  the  taxpayers  averages,  as  you  said, 
about  2.5,  does  the  Forest  Service  also  receive  nonfee  compensation 
from  the  ski  operators? 

Mr.  FuLTZ.  To  my  knowledge,  no. 

Mr.  Synar.  Well,  then  the  average  of  only  2.5  looks  remarkably 
small  for  the  exclusive  use  of  taxpayers;  would  you  agree? 

Mr.  FULTZ.  I  would  agree  with  that. 

Mr.  Synar.  Tell  us  how  the  Forest  Service  calculates  those  fees 
and  what  revenues  are  included,  and  describe  what  you  think  are 
the  faults  with  the  Forest  Service  system. 

Mr.  FuLTZ.  First  of  all,  it's  a  very  complicated,  very  complex  sys- 
tem. It's  a  formula  they  commonly  refer  to  as  GRFS.  If  you  need 
to  get  into  details,  Mr.  Woodward  is  my  expert  on  this.  But,  gen- 
erally, I'll  try  to  address  that.  It's  a  system  that  is  based  on  reve- 
nues in  nine  different  business  categories.  There's  a  rate  based  in 
the  formula.  It's  very  complicated,  but  we  have  found  no  assurance 
that  fair  market  value  is  returned  to  the  government  as  a  result 
of  this  formula. 

Mr.  Synar.  So  how  can  the  Forest  Service  claim  they're  getting 
the  fair  market  value  for  these  ski  areas? 

Mr.  FuLTZ.  Frankly,  Mr.  Chairman,  we  asked  them  if  they  were 
getting  a  fair  return  during  the  course  of  our  review,  and  they  were 
unable  to  provide  us  any  analytical  data,  any  model  that  would 
demonstrate  that  a  fair  return  was  being  provided.  We  did  not  see 
any  evidence  at  all  that  they  could  support  the  statement  that  a 
fair  market  value 

Mr.  Synar.  Is  this  the  first  time  you've  looked  at  it? 

Mr.  FuLTZ.  No.  Actually,  GAG  has  issued  reports  as  far  back  as 
1988  that  I'm  familiar  with  where  we  raised  concern  that  the  fair 
market  value  was  not  being  returned  to  the  Federal  Government. 

Mr.  Synar.  Have  you  periodically  updated  that? 

Mr.  FuLTZ.  Yes.  We've  kept  watch  over  it.  Our  most  recent  report 
to  you  basically  confirmed  what  we  had  found. 
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Mr.  Synar.  And  you  adjusted  for  economic  reality? 

Mr.  FULTZ.  Well,  I  think  that's  part  of  the  situation.  The  GRFS 
formula  was  established  about  20  to  25  years  ago.  It  was  antici- 
pated by  the  people  who  developed  this  system  that  it  would  be  pe- 
riodically updated.  But  the  system  that  we  have  in  use  today  has 
not  been  updated  for  20  to  25  years. 

I  can  only  conclude  from  that,  given  vastly  changing  economic 
conditions  in  these  areas,  that  there's  very  little  assurance  that 
we're  getting  a  fair  return.  We  recommended  that  the  Forest  Serv- 
ice take  a  look  at  it. 

Mr.  Synar.  When  did  you  make  those  recommendations  for  the 
first  time? 

Mr.  FuLTZ.  In  1988. 

Mr.  Synar.  Now  are  the  fees  generated  by  this  current  ski  sys- 
tem based  upon  determinations  of  fair  market  value  anywhere  in 
the  country? 

Mr.  FULTZ.  To  my  knowledge,  no. 

Mr.  Synar.  So  tne  Forest  Service  has  not  implemented  any  of 
your  recommendations;  is  that  correct? 

Mr.  FuLTZ.  That  is  basically  correct. 

Mr.  Synar.  They  haven't  changed  the  system? 

Mr.  FuLTZ.  That  is  correct. 

Mr.  Synar.  Now  the  new  GAO  report  itemizes  revenues  subject 
to  current  fee  systems  in  the  112  ski  areas  along  with  the  fee  each 
ski  area  operator  paid.  The  largest  operator  on  the  list  is  Vail  in 
Colorado,  and  they  generated  more  than  $70  million  in  sales  sub- 
ject to  the  current  fee  calculation,  but  paid,  if  I'm  correct,  only  $2 
million  in  fees. 

The  next  largest,  Steamboat — also  in  Colorado— generated  $37 
milhon  in  sales,  subject  to  the  calculation,  but  paid  only  $618,594 
in  fees.  Do  we  have  any  assurances  that  those  fees  are  anywhere 
near  fair  market  value? 

Mr.  FuLTZ.  No,  we  do  not.  I  think  that's  something  that  needs 
to  be  addressed.  I  would  add  that  through  the  work  that  we've 
done  in  many  of  these  areas  over  the  past  3  or  4  years,  we've  found 
that  the  ski  operators,  generally  speaking,  are  some  of  the  largest 
concessioners  on  Federal  land.  In  fact,  I  think  they  comprise  some- 
thing like  6  of  the  top  10  revenue-generated  facilities. 

Mr.  Synar.  This  sounds  to  me  like  the  situation  with  the  build- 
ing-use fee  determinations  of  the  Park  Service  and  the  difficulties 
they're  having.  Would  you  agree  with  that? 

Mr.  FuLTZ.  It's  quite  similar.  There's  a  common  thread  going 
through  all  of  these  programs. 

Mr.  Synar.  Are  there  any  appraisals  here? 

Mr.  FuLTZ.  For  the  Park  Service  building-use  fees?  No.  We  rec- 
ommended that  they  develop  new  methodologies  for  coming  up 
with  the  building-use  fee,  and  the/re  in  the  process  of  doing  that. 

Mr.  Synar.  Are  there  any  appraisals  in  the  ski  area? 

Mr.  FuLTZ.  They  don't  operate  by  appraisal.  They  operate  by  the 
GRFS  system  which  uses  a  formula. 

Mr.  Synar.  Should  they? 

Mr.  FuLTZ.  That's  a  reasonable  alternative.  I  think  that's  one 
that  would  need  to  be  considered.  I  wouldn't  want  to  say  it's  the 
best,  but  I  think  it's  one  that  needs  to  be  considered. 
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Mr.  Synar.  Now  your  recent  ski  report  also  reviewed  the  alter- 
native fee  system  developed  by  the  ski  industry  and  proposed  as  a 
substitute  to  this  current  graauated  rate  fee  system.  What  did  you 
find  about  that  alternative? 

Mr.  FULTZ.  Well,  in  essence,  we  found  that  the  alternative  sys- 
tem was  really  designed  to  come  up  with  an  amount  of  revenue 
very  closely  approximating  what  was  received  under  GRFS.  I  do 
feel  a  need  to  mention  that  it  is  much  simpler,  and  we  think  that 
having  a  simpler  system  should  be  one  goal  of  any  new  fee  system. 

The  current  system  is  very  complex  and  it  does  need  to  be 
changed.  I  think  the  system  proposed  by  the  ski  industry  is  much 
simpler.  But  it  was  not  designed,  by  definition,  to  come  up  with  a 
fee  that  would  represent  fair  market  value. 

Mr.  Synar.  Did  you  consult  the  industry  when  you  were  looking 
at  this? 

Mr.  FuLTZ.  Yes.  We  met  with  them.  We  met  with  many  different 
people. 

Mr.  Synar.  Didn't  you  say  earlier  that  the  Forest  Service  admit- 
ted as  early  as  1971  that  they  are  not  equal  to  the  fair  market 
value  of  the  old  system? 

Mr.  FuLTZ.  We  have  seen  two  reports  that  have  been  prepared 
by  the  Forest  Service  for  the  Department  of  Agriculture  that  basi- 
cally have  concluded  that  the  ski  revenues  are  not  fair  market. 

Mr.  Synar.  So  how  could  the  Forest  Service  and  industry  miss 
that  fact? 

Mr.  FuLTZ.  I  think  that's  a  good  question  for  both  of  them.  I 
would  not  like  to  respond  to  that. 

Mr.  Synar.  Is  it  true  that  the  industry's  alternative  fee  system 
would  produce  changes  in  fees  in  60  of  the  112  ski  areas? 

Mr.  FuLTZ.  It  would.  In  fact,  it  would  result  in  substantial 
changes.  Both  increases  and  decreases  in  the  fees. 

Mr.  Synar.  Give  us  some  examples  of  that. 

Mr.  FuLTZ.  I'd  like  to  have  Mr.  Woodward 

Mr.  Synar.  Mr.  Woodward,  why  don't  you  give  us  an  example  of 
the  changes? 

Mr.  Woodward.  The  changes  were  throughout  the  industiy. 
Both  large  ski  areas  and  smaller  ski  areas  would  experience  signifi- 
cant changes.  One  example  of  fees  increases,  we  found  that  Mam- 
moth Ski  June  Mountain  in  California  where  the  fee  would  in- 
crease by  over  $300,000.  Another  example  where  fees  suffered  sig- 
nificant decreases  can  be  found  at  Vail  which  the  fee  would  go 
down  by  about  $140,000. 

Mr.  Synar.  So  they  would  go  down  and  the  smaller  ones  would 
go  up,  correct? 

Mr.  Woodward.  Well,  we  found  that  the  increases  and  decreases 
spanned  the  whole  industry.  I  mean,  some  of  the  small  ones  would 
go  up;  some  of  the  small  ones  would  go  down.  The  large  ones  would 
go  up;  large  ones  would  go  down.  Largely,  it  was  a  result  of  the 
contribution  of  Federal  land,  because  some  of  these  areas  operate 
on  Federal  and  private  land,  and  also  the  level  of  investment  of 
these  areas. 

Mr.  Synar.  I  thought  this  was  supposed  to  be  simpler  than  the 
old  one? 
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Mr.  FULTZ.  I  think  the  formula  is  simpler,  but  the  goal,  as  we 
understand  it,  of  revising  this  alternative  system  was  to  come  up 
with  an  approximation  that  is  very  close  to  what  is  currently  being 
paid  by  the  industry. 

Mr.  Synar.  So  they  had  the  conclusion  they  wanted  to  get  to  and 
they  went  backwards  and  created  a  formula  that  got  them  there? 

Mr.  FuLTZ.  Well,  I  don't  think  the  intent  of  the  alternative  sys- 
tem was  to  establish  a  fair  market  value.  What  we  have  seen,  I 
would  say  that  that  was  probably  not  a  result  of  their  alternative 
system. 

Mr.  Synar.  You  recommended  to  the  Forest  Service  either  create 
a  new  system  or  calculate  the  fair  market  value  or  modify  the  old 
rate  system  in  order  to  get  some  results.  How  has  the  Forest  Serv- 
ice avoided  making  this  decision  since  1988  when  you  made  the 
first  recommendation? 

Mr.  FuLTZ.  Again,  that's  something  I  would  ask  that  you  refer 
to  them.  We  understand  that  they  are  getting  closer.  They  have 
done  an  analysis.  We've  tried  to  get  a  copy  of  their  study,  but  they 
simply  have  not  been  willing  to  share  that  with  us.  Perhaps  they 
could  disclose 

Mr.  Synar.  Has  the  Forest  Service  stuck  to  their  story  or  have 
they  flip-flopped  on  the  issue  of  fair  market  value? 

Mr.  FuLTZ.  Well,  that's  interesting.  Some  of  their  reports  and 
studies  that  they  have  conducted  or  the  Department  of  Agriculture 
has  completed  would  indicate  that  a  fair  return  is  not  being — a  fair 
market  value  is  not  being  attained;  whereas,  in  some  cases,  they 
have  said  they  think  it  is. 

But  I  think  that  most  recently  it's  our  information  that  they've 
come  to  the  realization  that  they  cannot  assure  a  fair  market  re- 
turn is  being  obtained.  I  think  that's  a  very  good  recognition.  Hope- 
fully, when  they  do  this  revised  study,  that  they  can  demonstrate 
that  it  is  or  it  is  not. 

I'd  like  to  state  for  the  record,  Mr.  Chairman,  that  we're  not  say- 
ing that  it  should  be  increased.  We're  not  saying  that  it  should  be 
decreased.  We're  just  simply  saying  that  the  information  should  be 
there  in  black  and  white  in  order  for  you,  as  a  Member  of  Con- 
gress, to  be  able  to  make  a  determination  that  it  is  or  is  not  fair. 

Mr.  Synar.  Not  based  on  hunch  or  instinct,  but  based  on  fact? 

Mr.  FuLTZ.  Not  based  on  hunch  and  instinct,  but  fact. 

Mr.  Synar.  Mrs.  Maloney. 

Mrs.  Maloney.  Mr.  Fultz,  let's  take  a  look  at  another  agency 
agreement  with  outside  parties.  In  July  1991,  GAO  reviewed  two 
separate  agreements,  one  in  1982  and  the  other  in  1985. 

Mr.  FuLTZ.  Excuse  me,  did  you  say  1982?  I  heard  a  noise. 

Mrs.  Maloney.  1982  and  the  other  in  1985  wherein  the  Bureau 
of  Reclamation  transferred  about  760  acres  of  its  land  to  the  city 
of  Scottsdale,  AZ,  under  a  75-year  lease  for  recreational  develop- 
ment; is  that  correct? 

Mr.  Fultz.  That  is  correct. 

Mrs.  Maloney.  What  did  Scottsdale  do  with  the  land? 

Mr.  Fultz.  Scottsdale  basically  turned  this  land  over  to  two  de- 
velopers who  developed  a  combination  equestrian  center  theme 
park  and  a  championship  golf  complex. 

Mrs.  Maloney.  Did  the  city  make  any  money? 
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Mr.  FuLTZ.  The  city  did  have  a  provision  that  they  would  receive 
a  certain  percentage  of  the  revenues.  In  fact,  from  1988  through 
1990,  the  two  operators  generated  about  $24  million  in  revenues. 
The  city  of  Scottsdale  received  about  $1.5  million  in  fees  from  that. 

Mrs.  Maloney.  Did  the  Federal  taxpayers  who  own  the  land  get 
any  return? 

Mr.  FuLTZ.  No,  they  did  not. 

Mrs.  Malx)NEY.  How  was  this  lease  negotiated? 

Mr.  FuLTZ.  It  was  negotiated  with  the  Bureau  of  Reclamation 
and  the  city  of  Scottsdale  by  the  local  BOR  officials  without  guid- 
ance, without  what  I  would  call  good  policy  guidance  coming  from 
headquarters. 

Mrs.  Maloney.  It  doesn't  sound  like  the  taxpayers  got  a  very 
good  deal. 

Mr.  FuLTZ.  Actually,  we  concluded  in  our  report  that  the  tax- 
payer did  not  receive  a  fair  return. 

Mr.  Synar.  Fair  return?  They  got  nothing. 

Mr.  FuLTZ.  They  got  nothing.  That  is  correct. 

Mrs.  Maloney.  Did  you  make  any  specific  recommendations  with 
regard  to  the  BOR  land  use  agreements? 

Mr.  FuLTZ.  Yes,  we  did.  We  recommended  that  some  standards 
be  established  for  entering  into  these  types  of  agreements,  that  the 
type  of  recreation  facilities  that  these  agreements  could  be  used  for 
should  be  much  better  defined,  and  that  the  types  of  services  and 
the  types  of  activities  being  conducted  be  somehow  reviewed  and 
agreed  to  by  headquarters. 

Mrs.  Maloney.  Did  you  recommend  that  the  FBI  look  into  how 
this  lease  was  negotiated? 

Mr.  FuLTZ.  No,  we  have  not. 

Mrs.  Maloney.  How  that  decision  was  made? 

Mr.  FULTZ.  We  have  not. 

Mrs.  Maloney.  $23  million  for  the  developer,  zero  for  the  tax- 
payer, and  $1.5  for  the  city.  Whoever  negotiated  that  lease  should 
be  fired.  At  our  1991  hearing  on  these  agreements,  the  assistant 
BOR  commissioner  told  us  that  the  regulations  were  ready.  Was  he 
incorrect? 

Mr.  FuLTZ.  I'd  like  to  have  Mr.  Kalmar  respond.  We  have  not 
seen  the  revised  regulations,  to  my  knowledge. 

Mr.  Kalmar.  The  Bureau  concurred  in  our  recommendations  and 
said  that  they  were  going  to  change  their  policy  guidance.  However, 
as  of  this  date,  that  has  still  not  been  done.  They  expect  their  new 
policy  guidance  to  be  complete  by  the  end  of  September  of  this 
year. 

Mr.  FuLTZ.  I  think  that's  important.  If  I  could  just  add  here  that 
we  understand  that  there  are  some  agreements  within  the  Bureau 
right  now  subject  to  negotiation.  We  would  like  to  see  these  agree- 
ments negotiated  with  some  guidance,  some  criteria  that  we  called 
for  in  our  report.  I  think  it  would  result  in  a  better  return  for  the 
taxpayer.  We  would  hope  that  it  would. 

Mrs.  Maloney.  Did  you  respond  to  the  GAO  with  a  60-day  let- 
ter? 

Mr.  FuLTZ.  They  did  respond.  In  fact,  we  have  provided  a  copy 
of  that  response  to  the  subcommittee  staff. 
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Mrs.  Maloney.  Then  I  ask  unanimous  consent  that  exhibit  1  be 
entered  into  the  record.  This  is  a  September  10,  1991,  letter  from 
the  Acting  Assistant  Secretary  for  Water  and  Science  at  the  De- 
partment of  the  Interior  responding  to  specific  GAO  recommenda- 
tions in  its  report  entitled  "Bureau  of  Reclamation:  Federal  Inter- 
ests Not  Adequately  Protected  in  Land-Use  Agreements." 

In  short,  the  response  concurs  in  the  GAO's  finding  and  says  the 
BOR  will  complete  actions  to  implement  new  regulations  by  August 
31,  1992,  but  that  no  future  agreements  will  oe  completed  until 
policies  and  guidelines  are  put  in  place.  Did  you  make  any  rec- 
ommendations? 

Mr.  Kalmar.  No,  we  did  not. 

Mrs.  MALOhfEY.  ifou  didn't  recommend  or  direct  that  the  commis- 
sioner of  the  BOR  establish  policies  and  guidance? 

Mr.  FULTZ.  That  was  our  overall  recommendation,  that  they  es- 
tablish policy  guidance. 

Mrs.  Maloney.  They  still  haven't  done  that? 

Mr.  FuLTZ.  They  still  haven't  done  that.  We  understand  that  it 
is  in  draft  now,  but,  fi-ankly,  I  have  not  seen  it. 

Mrs.  Maloney.  Did  you  have  any  recommendations  on  any  fu- 
ture agreements  with  non-Federal  public  entities? 

Mr.  FuLTZ.  Yes. 

Mrs.  Maloney.  What  were  they? 

Mr.  FuLTZ.  We  recommended  that  no  future  agreements  should 
be  entered  into  until  criteria  is  established  that  specifies  the  type 
of  agreement,  the  amount  of  return,  and  the  types  of  facilities  that 
can  be  constructed. 

Now,  again,  as  I  mentioned,  I  believe  that  there  are  two  or  three 
agreements  within  the  Bureau  right  now  that  this  policy  guidance 
would  certainly  have  an  impact  on.  We  would  suggest  that  the  Bu- 
reau withhold  final  approval  of  these  until  some  guidance  is  deliv- 
ered. 

Mrs,  Maloney.  I  am  told  that  a  memorandum  was  published  on 
November  4,  1992,  requiring  assistant  commissioner  level  of  review 
of  all  proposed  agreements  or  amendments.  There  was  nothing 
stopping  tne  assistant  commissioner  level  decision  to  give  away 
more  land  for  free,  was  there? 

Mr.  FuLTZ.  To  my  knowledge,  no. 

Mrs.  Maloney,  So  it  could  still  be  happening? 

Mr,  FuLTZ.  It  still  could  be  happening.  I  would  hope  that  it's  not, 
but  again,  that's  why  we  need  to  have  these  guidance 

Mrs.  Maloney.  Tney  seem  to  be  lagging  behind.  We've  only  had 
a  survey  and  a  memorandum  requiring  review.  That's  not  very 
much.  Maybe  we  should  come  up  with  some  legislation  on  this  to 
put  some  teeth  into  it. 

Mr,  Synar,  Amen  to  that. 

Mrs.  Maloney.  Thank  you,  Mr.  Chairman. 

Mr.  Synar.  Mr.  Fultz,  you  have  made  eight  specific  recommenda- 
tions with  respect  to  cleaning  up  this  system.  To  your  knowledge, 
have  any  of  the  eight  ever  been  implemented? 

Mr.  FULTZ.  I  would  have  to  say  that  none  of  the  eight  have  been 
fully  implemented.  Generally  speaking,  the  implementation  has 
been  slow,  in  many  cases,  very  slow.  But  to  my  knowledge,  none 
of  the  recommendations  have  been  totally  implemented. 
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As  I  stated  earlier,  Mr,  Chairman,  the  information  that  is  needed 
by  the  land  management  agencies  just  isn't  there.  A  centralized 
system  is  not  established.  They  really  can't  tell  us  with  any  degree 
of  assurance  that  they  have  the  total  number  of  agreements  under 
control,  that  they  know  the  revenues  generated,  the  fees  paid,  and 
the  amount  of  nonfee  compensation.  It  just  is  a  very  loosely  run 
program. 

Mr.  Synar.  Let  me  ask  unanimous  consent  that  the  exhibit  that 
Mrs.  Maloney  entered  be  entered  in  the  record. 

[The  exhibit  can  be  found  in  the  appendix.] 

Mr.  Synar.  I'd  also  like  to  ask  unanimous  consent  that  now  ex- 
hibit 2  be  entered  into  the  record. 

[The  exhibit  can  be  found  in  the  appendix.] 

Mr.  Synar.  Let's  look  at  one  of  those  specific  recommendations. 
Now,  this  is  a  September  3,  1991,  letter  from  the  Assistant  Sec- 
retary of  Fish  and  Wildlife  and  Parks  at  the  Department  of  Interior 
responding  to  a  specific  GAO  recommendation  in  its  report.  It's 
called  "Federal  Lands:  Improvements  Needed  in  Managing  Conces- 
sioners." 

In  this  response,  Assistant  Secretary  Hayden  states  that  the  De- 
partment agrees  with  your  recommendations,  that  a  task  force  will 
be  created  to  study  these  matters  more  fully,  and  that  the  Sec- 
retary plans  to  present  a  revised  concessions  policy  to  Congress  in- 
corporating the  recommendations  by  early  1992. 

Now  let's  just  take  this  one  as  an  example  of  the  eight.  For  the 
record,  do  you  consider  that  action  fully  responsive  to  your  rec- 
ommendation? 

Mr.  FULTZ.  No.  I  think  it  was  a  good  first  step.  The  recognition 
that  they  need  to  do  this  is  good,  but  it's  going  to  take  some  time. 
In  fact,  we  think  it's  taken  too  much  time  for  them  to  fully  comply 
with  our  recommendation. 

Mr.  Synar.  So  what  we're  saying  here  with  all  eight  of  these  is 
that  there's  absolutely  been  minimum  followthrough  with  respect 
to  doing  the  recommendations? 

Mr.  FuLTZ.  That's  a  fair  characterization.  It's  been  very  slow  and 
in  some  cases  nonexistent. 

Mr.  Synar.  Well,  Mr.  Fultz,  Mr.  Woodward,  and  Mr.  Kalmar, 
and  others,  let  me  thank  you  for  coming  this  morning.  I  think 
you've  outlined  very  clearly  for  now  the  fourth  time  the  problems 
that  we  face.  You've  done  an  excellent  job,  and  I  appreciate  the  op- 
portunity to  go  over  this  one  more  time,  particularly  as  we  enter 
one  of  our  special  national  holidays. 

Mr.  Fultz.  Thank  you  very  much. 

Mr.  Synar.  Our  next  panel  this  morning  will  be  Mr.  Greorge 
Campsen,  Jr.,  president  of  Fort  Sumter  Tours,  representing  the 
National  Park  Hospitality  Association;  Mr.  Joseph  Prendergast, 
president,  American  Ski  Federation;  and  Mr.  George  Wendt,  presi- 
dent and  owner  of  O.A.R.S.,  representing  America  Outdoors. 

Gentlemen,  as  you  saw  from  the  previous  panel,  it  is  the  policy 
of  the  subcommittee  to  swear  in  all  witnesses.  Do  you  have  any  ob- 
jection to  being  sworn?  If  not,  please  stand  and  raise  your  right 
hand. 

[Witnesses  sworn.] 
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Mr.  Synar.  As  you're  aware,  we're  on  somewhat  of  a  limited 
schedule  today  because  of  reconciliations.  We're  asking  all  the  wit- 
nesses to  keep  their  remarks  within  the  5  minutes  that  we've  allo- 
cated for  you.  Your  entire  statements  will  be  made  part  of  the 
record.  Mr.  Wendt,  why  don't  you  go  first? 

STATEMENT  OF  GEORGE  WENDT,  PRESmENT  AND  OWNER, 
OA.R.S.,  REPRESENTING  AMERICA  OUTDOORS 

Mr.  Wendt.  Good  morning,  Mr.  Chairman.  My  name  is  Greorge 
Wendt.  I  appreciate  the  opportunity  to  speak  before  you  today  on 
behalf  of  America  Outdoors,  the  North  American  traae  association 
of  professional  outfitters  and  guides. 

My  own  company  began  about  25  years  ago  with  a  small  invest- 
ment my  wife  and  I  made  in  some  surplus  World  War  II  rafts. 
Today,  we  are  the  owners  of  O.A.R.S.,  a  white-water  rafting  com- 
pany based  in  Angels  Camp,  CA,  a  small  community  in  the  foot- 
hills of  the  Sierra  Nevada. 

Today,  as  outfitters,  we  offer  trips  to  the  outfitted  public  on  a 
number  of  rivers  administered  by  the  National  Park  Service,  the 
Bureau  of  Reclamation,  the  Forest  Service,  and  the  Bureau  of  Land 
Management.  We  face  all  the  headaches  and  uncertainties  of  small 
businesses  in  America,  and  our  services  are  highly  regulated  by  the 
Federal  Government. 

The  rewards  are  not  measured  in  money.  The  average  profit  in 
an  outfitting  business  is  approximately  4  percent.  The  reward, 
however,  is  in  raising  our  families  in  small  communities  and  in  liv- 
ing in  close  proximity  to  rivers  and  trails  and  wild  areas. 

The  satisfaction  is  in  seeing  the  wonder  of  a  city-dweller  as  the 
walls  of  the  Grand  Canyon  open  up  around  them,  or  in  watching 
a  strained  father-child  relationship  blossom  as  they  hike  and  swim 
and  take  time  to  talk  with  each  other. 

Although  our  trips  are  often  on  Federal  lands,  our  warehouses, 
office  space,  and  retail  operations  which  support  these  services  are 
outside  the  boundaries  of  Federal  and  public  lands.  We  feature  low- 
impact  equipment.  We  take  responsibility  for  carrying  out  trash 
and  all  human  waste. 

In  return  for  a  satisfying  business  opportunity  on  America's  pub- 
lic and  Federal  lands,  we  have  permits  which  require  high  stand- 
ards of  safety,  public  health,  environmental  protection,  and  quality 
service.  We  also  pay  a  fee  to  the  government  which  we  think  is  fair 
to  the  government  and  the  taxpayers.  Additionally,  outfitters  carry 
liability  insurance,  both  to  cover  their  own  operations  but  also  to 
ensure  the  government  against  claims  arising  out  of  any  trip  inci- 
dents which  may  occur  on  Federal  property. 

In  order  to  continue  to  provide  safe  and  enjoyable  outdoor  experi- 
ences to  the  public,  outfitting  businesses  require  economic  stability. 

In  context  of  today's  subcommittee  hearing,  I'd  like  to  present 
two  specific  recommendations  which  I  think  may  be  of  value  to  you. 
We  believe  that  it  is  necessary  for  our  businesses  to  have  a  pref- 
erential right  of  renewal,  and  to  be  able  to  transfer  our  permits 
upon  sale  of  a  business. 

Providing  existing  satisfactory  permitees  with  a  clear  preference 
in  the  renewal  of  contracts  is  essential  to  protecting  the  public's  ac- 
cess to  quality  recreation  services.  If  competitive  bidding  is  imple- 
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merited,  resource  stewardship  and  quality  service  will  become  sub- 
ordinate to  fee  return  to  the  government. 

A  fee  standard  should  be  set  for  each  class  of  concession  oper- 
ation to  maintain  consistency  in  services,  as  well  as  a  level  playing 
field  among  businesses  in  direct  competition  in  the  same  operating 
area. 

An  effective  regulatory  role  model  already  exists.  America  Out- 
doors believes  that  the  preferential  right  of  renewal  is  well-crafted 
and  workable  as  stated  in  regulations  issued  by  the  U.S.  Forest 
Service.  Outfitter  performance  is  subjected  to  an  annual  review 
over  the  5-year  term  of  the  permit. 

A  preferential  right  of  renewal  provides  the  incentive  to  continue 
staff  training  and  reinvestment  in  equipment  throughout  the  5- 
year  term.  That  preferential  right  of  renewal  is  lost  if  overall  per- 
formance falls  below  the  standards  and  conditions  set  forth  in  regu- 
lations and  the  permit. 

Mv  prepared  remarks  present  some  proposed  language  which  I 
won  t  repeat  today,  but  I  appreciate  the  opportunity  to  present  it 
to  you. 

The  second  item  that  I  wanted  to  focus  on  just  a  little  bit  is  to 
preserve  capital  investment  in  services  to  the  public,  permits 
should  be  transferable  to  a  qualified  buyer  of  the  business.  Existing 
regulatory  authority  enables  an  agency  to  transfer  permits  with  the 
sale  of  an  outfitter  business  to  a  qualified  buyer  if  the  transfer  is 
in  the  public  interest.  This  authority  should  be  maintained  to  en- 
courage capital  investment  in  off-park  facilities  and  services. 

Mr.  Synar.  Mr.  Wendt,  if  you  could  begin  to  conclude. 

Mr.  Wendt.  About  45  seconds? 

Mr.  Synar.  Fifteen. 

Mr.  Wendt.  Please  modify  H.R.  743  to  reduce  the  22.5  percent 
minimum  franchise  fee  because  I  think  that  would  put  a  lot  of  out- 
fitters out  of  business.  What  we  believe  is  that  outfitters  in  the 
government  are  essentially  already  splitting  the  profit. 

Each  of  the  agencies  has  its  strengths  and  weaknesses,  but  if 
outfitters  had  to  choose  a  model  upon  which  to  build  a  consistent 
national  interagency  outfitter  and  guide  policy,  it  would  be  the  out- 
fitter and  guide  policy  used  by  the  U.S.  Forest  Service.  This  has 
been  now  closely  paralleled  by  the  Bureau  of  Land  Management. 

So  we  think  that  professional  outfitters  are  important,  and  we 
certainly  appreciate  this  opportunity  to  present  our  testimony  be- 
fore you  today. 

[Additional  information  submitted  for  the  record  by  Mr.  Wendt  is 
on  file  in  the  subcommittee  office.] 

[The  prepared  statement  of  Mr.  Wendt  follows:] 
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Mr.   Chairman,  my  name   is  George  Wendt.    I   appreciate  the 

opportunity  to  testify  today  on  behalf  of  America  Outdoors,  the 

North  American  trade  association  of  professional  outfitters  and 
guides. 

The  300  member  companies  of  America  Outdoors  provide  outdoor 
recreation  services  to  the  outfitted  public  in  such  activities  as 
Whitewater  rafting,  canoeing,  hiking,  fishing,  and  horse  packing. 
For  that  segment  of  the  public  which  lack  the  skills,  equipment  or 
time  to  prepare  themselves  for  a  trip  into  the  wild,  remote  areas 
of  this  continent,  professional  outfitters  and  guides  provide 
access  and  the  amenities  of  a  safe,  educational  and  memorable 
experience. 

My  own  company  began  25  years  ago  with  a  small  investment  my  wife 
and  I  made  in  surplus  World  War  II  rafts  and  equipment.  Today,  we 
are  the  owners  of  O.A.R.S.,  a  Whitewater  rafting  company  based  in 
Angels  Camp,  a  small  community  in  the  foothills  of  the  Sierra 
Nevada . 

It's  fair  to  say  that  my  company  began  as  a  hobby,  a  weekend 
respite  for  my  wife  and  me  from  teaching  in  southern  California. 
While  I'd  like  to  think  that  some  strategic  thinking  went  into  the 
growth  and  development  of  O.A.R.S.,  the  truth  is  that  I  was  in  the 
right  place  at  the  right  time  with  the  right  skills  as  a  boatman 
and  business  manager. 

Today  we  offer  trips  to  the  outfitted  public  on  eight  rivers 
administered  by  the  National  Park  Service,  the  Forest  Service,  the 
Bureau  of  Land  Management,  and  the  Bureau  of  Reclamation.  We  face 
all  of  the  headaches  and  uncertainties  of  small  businesses  in 
America.  Our  services  are  tightly  regulated  by  the  federal 
government.  We've  chosen  to  compound  those  problems  by  taking 
people  who  need  our  services  into  wild  and  remote  places  where 
their  safety  depends  upon  the  skills  and  experience  of  the  O.A.R.S. 
guide  staff. 

Even  so,  we  consider  the  drive  to  and  from  the  river  to  be  the  most 
dangerous  part  of  the  trip.  Which  is  to  say  that  the  outfitting 
industry  --  seen  by  so  many  as  a  glamorous,  adventuresome  way  of 
life  —  combines  all  of  the  worst  elements  of  dryland  farming  and 
the  long-distance  trucker. 

Its  rewards  are  not  measured  in  money.  The  average  profit  in  an 
outfitting  company  is  four  percent.  The  reward  is  in  raising  our 
families  in  small,  close-knit  rural  communities  and  in  living  in 
close  proximity  to  rivers  and  trails  and  wild  areas. 

The  satisfaction  is  in  seeing  the  wonder  of  a  city-dweller  as  the 
walls  of  the  Grand  Canyon  open  up  around  them.  Or  in  watching  a 
strained  father-child  relationship  blossom  as  they  hike  and  swim 
and  take  time  to  talk  to  each  other.  Or  in  watching  a  novice 
struggle  at  the  oars,  making  a  successful  run  through  Class  II 
Whitewater. 
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Most  of  the  trips  which  outfitters  offer  to  the  public  will  take 
our  guests  through  river  corridors,  lakes,  forests,  and  deserts 
managed  by  the  U.S.  Forest  Service,  the  Bureau  of  Land  Management, 
the  National  Park  Service,  or  the  Bureau  of  Reclamation.  The 
warehouses,  office  space  and  occasional  retail  operations  which 
support  these  services  are  built  outside  the  boundaries  of  federal 
and  public  lands. 

Camping,  cooking,  and  our  methods  of  travel  through  wild  areas 
feature  low  impact  equipment.  We  take  responsibility  for  carrying 
out  trash  and  human  waste. 

Our  guides  are  trained  in  interpretive  skills  so  that  they  educate 
our  guests  about  the  impact  their  presence  makes  on  wildlife, 
vegetation,  water  quality,  and  historic  sites.  In  Oregon  alone  in 
the  '93  season,  guides  and  packers  will  spend  over  one  million  days 
—  quality  time  —  with  visitors  who  are  interested  in  Ancient 
Forests,  restoration  of  salmon  habitat,  management  of  upland  game 
species,  Oregon's  pioneer  history  and  naming  the  wildflowers. 

In  return  for  a  satisfying  business  opportunity  on  America's  public 
and  federal  lands,  outfitters  adhere  to  the  terms  of  our  various 
agency  permits.  These  permits  require  high  standards  of  safety, 
public  health,  environmental  protection,  and  quality  service. 

We  also  pay  a  fee  to  the  government  which  we  think  is  a  fair 
return.  Additionally,  outfitters  are  required  to  carry  sufficient 
liability  insurance  on  their  our  own  operations,  as  well  as  to 
insure  the  government  against  claims  arising  out  of  any  trip 
incidents  which  may  occur  on  federal  property. 

A  great  deal  of  public  service  is  provided  by  outfitters  in  the 
normal  course  of  their  operations.  It  is  not  required  by  the  terms 
of  our  permits,  nor  is  the  work  compensated  by  payment  or  reduction 
of  fees.  That  public  service  includes  voluntary  maintenance  and 
clean-up  on  trails,  roads,  camps  and  beaches.  Search  and  rescue. 
Information  and  medical  aid  for  other  boaters  and  hikers  we  might 
encounter.  Assistance  to  law  enforcement  agencies.  Leadership 
roles  in  organizing  and  funding  environmental  education  for  the 
community.  Labor  and  materials  to  assist  agency  staff  in  projects 
which  benefit  the  resource  and  recreation  users. 

We  ask  in  return  that  federal  managers  educate  themselves  about  the 
practical  and  reasonable  needs  of  small  businesses.  In  order  to 
continue  to  provide  safe,  enjoyable  outdoor  experiences  to  the 
public,  outfitting  businesses  require  economic  stability.  Without 
some  level  of  economic  stability  no  business  can  continue  to 
support  staff  training,  maintenance  of  equipment,  capital 
investment,  and  a  reasonable  return  to  the  owner. 
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Outfitter  members  of  America  Outdoors  have  worked  hard  over  the 
years  to  turn  our  regulatory  relationship  with  the  federal  land 
management  agencies  into  a  positive,  win-win  recreation 
partnership.  Outfitter  dollars  are  no  more  plentiful  than  the 
dollars  in  the  recreation  budgets  at  NPS,  the  Forest  Service,  and 
BLM.  Yet  we've  learned  over  the  years  to  act  as  catalysts  in  our 
communities.  Outfitters  are  providing  the  initiative  and  the 
leadership  to  bring  together  volunteer  labor,  materials, 
contributed  cash  and  energy  to  accomplish  projects  on  federal  lands 
which  government  cannot  afford  to  do. 

It's  a  cliche  to  testify  before  Congress  that  one's  industry  is  a 
"land  steward",  but  I  believe  a  fair  case  can  be  made  for 
outfitters  and  guides.  Earlier  this  month,  America  Outdoors 
conducted  its  second  annual  National  Rivers  Clean-Up  Week.  On  a 
strictly  volunteer  basis,  outfitters  and  guides  organized  30,000+ 
volunteers  to  remove  trash  from  over  12,000  miles  of  rivers  and 
trails  across  America. 

On  a  smaller  scale,  a  California  outfitter  created  the  curriculum 
and  raised  the  money  to  take  8th  graders  at  West  Marin  School  on  a 
three-day  raft  trip  this  month.  Time  in  camp  was  devoted  to 
teaching  students  about  community  service  and  providing  personal 
skills  in  initiative  and  teamwork.  In  the  following  week, 
classroom  instruction  was  given  about  watershed  management  and 
issues  related  to  1982  storm  damage  to  nearby  Tomales  Bay. 
Together  with  this  outfitter  and  his  guide  staff,  the  kids  spent 
some  additional  days  in  "hands-on"  restoration  of  damaged  water 
bars  above  Inverness  and  beach  improvements  on  the  southern  shore 
of  Tomales  Bay. 

At  the  invitation  of  the  Forest  Service,  America  Outdoors  and  its 
member.  Wilderness  Inquiry,  have  taken  on  the  job  of  creating  a 
national  program  to  provide  integrated  accessibility  to  outdoor 
recreation  for  persons  with  disabilities.  The  Bureau  of  Land 
Management  has  now  asked  to  become  an  interagency  partner  in  that 
project. 

The  project  will  provide  outfitters,  land  managers,  and  other 
recreation  professionals  with  the  practical  "how  to"  and  training. 
In  overcoming  the  fears  and  understanding  the  needs  of  this  special 
population,  some  43  million  disabled  Americans  can  begin  to  share 
in  the  same  opportunity  for  adventure  and  spiritual  fulfillment  in 
wild  lands  and  primitive  settings. 

My  point  in  elaborating  on  some  examples  of  these  partnership  is  to 
say  that  this  industry  isn't  just  about  money,  fees  paid  to  the 
government,  and  the  terms  of  our  permits.  It's  about  people,  and 
it's  about  protection  of  the  lands  and  waters  on  which  we  all  seek 
adventure,  solitude  and  a  closer  communion  with  the  natural  world. 
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Think  about  your  own  last  experience  in  a  National  Park  or  on  a 
Wild  and  Scenic  River.    Try  to  express  the  "value"  of  that 
'experience  in  dollars  and  cents. 

In  this  series  of  subcommittee  hearings  and  in  the  reintroduction 
of  concessioner  reform  legislation,  outfitters  have  felt  that  the 
legitimacy  of  our  businesses  has  been  called  into  question.  Among 
thousands  of  lodges,  ski  areas,  tour  companies,  outfitters  and 
other  recreation  services,  the  subcommittee  has  discovered  abuse  of 
the  public  trust  in  a  few  instances.  You've  made  a  strong  case  in 
other  instances  that  the  return  to  the  government  from  specific 
companies  is  less  than  a  fair  fee. 

Drawing  from  these  examples,  the  impression  of  a  record  of  bad 
concessioner  service  has  been  established,  brick-by-brick.  I 
personally  feel  that  bad  service  is  the  exception  within  the 
industry,  not  the  rule.  Nonetheless,  all  recreation  businesses  now 
live  in  that  shadow. 

What  we  appreciate  very  much,  Mr.  Chairman,  is  that  throughout  the 
process  you  have  retained  an  open  mind  and  an  open  door  —  the 
opportunity  to  talk  with  you  and  your  staff  about  what  outfitters 
do,  how  we  do  it,  and  what  we  need  from  government  in  order  to 
continue  providing  services  to  the  outfitted  public. 

I'd  like  to  make  some  specific  recommendations  to  the  subcommittee, 
beginning  with  two  issues  which  are  fundamental  needs  to  our 
industry:  preferential  right  of  renewal  and  the  transfer  of 
permits  upon  sale  of  a  business. 

Preferential  Right  of  Renewal 

Providing  existing  satisfactory  permittees  with  a  clear  preference 
in  the  renewal  of  their  contracts  is  essential  to  protecting  the 
public's  access  to  quality  recreation  services.  If  competitive 
bidding  is  implemented,  resource  stewardship  and  quality  service 
will  become  subordinate  to  fee  return  to  the  government.  A  fee 
standard  should  be  set  for  each  class  of  concession  operation  to 
maintain  consistency  in  services,  as  well  as  a  level  playing  field 
among  businesses  in  direct  competition  in  the  same  operating  area. 

An  effective  regulatory  model  already  exists.  America  Outdoors 
believes  that  the  preferential  right  of  renewal  is  well-crafted  and 
workable  as  stated  in  regulations  issued  by  the  U.S.  Forest 
Service.  Outfitter  performance  is  subjected  to  an  annual  review 
over  the  five-year  term  of  the  permit.  A  preferential  right  of 
renewal  provides  the  incentive  to  continue  staff  training  and 
reinvestment  in  equipment  throughout  the  five-year  term.  That 
preferential  right  of  renewal  is  lost  if  overall  performance  falls 
below  the  standards  and  conditions  set  forth  in  regulations  and  the 
permit. 
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Sec.  3  of  the  Chairman's  legislation,  H.R.  743,  repeals  our 
preferential  right  of  renewal.  The  financial  viability  of  our 
businesses  is  completely  dependent  upon  that  feature  of  current 
regulations.  We  recommend  additional  language  in  Sec.  3  which 
recognizes  the  business  needs  of  outfitters  and  guides: 

(b)  RENEWAL  OF  CONTRACTS 

Insert:  (3)  Notwithstanding  the  provisions  of  paragraphs  (1)  and 
(2),  the  Secretary  shall  grant  a  preferential  right  of  renewal 
to  a  concessioner-- 

(i)  for  a  concessions  contract  which — 

(I)  authorizes  a  concessioner  to  provide 
outfitting  or  guide  services  (including,  but  not 
limited  to  paddlesports,  horse  packing,  trail 
guides  or  other  similar  services)  within  a  park; 
and 

(II)  does  not  grant  the  concessioner  any 
interest  in  any  structure,  fixture,  or  improvement 
pursuant  to  section  11  of  this  Act;  and 

(ii)  where  the  Secretary  determines  that  the 
concessioner  has  operated  satisfactorily  during  the  term 
of  the  previous  contract;  and 

(iii)   where  the  Secretary  determines  that  the 
concessioner's  bid  for  the  new  contract  satisfies  the 
minimum  bid  requirements  established  by  the  Secretary. 

Other  conforming  amendments  would  be  required  to  achieve  the 
exemption. 

We  also  object  to  the  new  definition  on  page  6,  line  15  of 
"preferential  right  of  renewal"  to  mean  "...that  the  Secretary  may 
allow  a  concessioner  satisfying  the  requirements. . .the  opportunity 
to  match  any  higher  bid  submitted  to  the  Secretary." 

This  language  triggers  the  kind  of  bidding  war  which  will  make 
resource  stewardship  and  quality  service  subordinate  to  fee  return 
to  the  government.  It  also  tilts  the  level  playing  field  of  a  fee 
standard  which  we  recommend  be  set  for  each  class  of  competitors  in 
concession  operations. 

We  do  not  ask  that  a  concessioner  have  a  preferential  right  to 
additional  services  and  have  no  disagreement  in  this  respect  with 
the  language  of  H.R.  743. 
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The  maximum  contract  period  provided  in  H.R.  743  ("may  not  exceed 
10  years")  is  certainly  adequate  for  outfitter  business  needs. 

To  preserve  capital  investment  in  services  to  the  public,  permits 
must  be  transferable  to  a  qualified  buyer  of  the  business 

Existing  regulatory  authority  enables  an  agency  to  transfer  permits 
with  the  sale  of  an  outfitter's  business  to  a  qualified  buyer  if 
the  transfer  is  in  the  public  interest.  This  authority  should  be 
maintained  to  encourage  capital  investment  in  off-park  facilities 
and  services. 

Past  failures  by  the  Park  Service  or  other  agencies  to 
appropriately  evaluate  potential  buyers  should  not  be  used  as  a 
justification  to  revise  the  system  to  the  detriment  of  Park 
visitors  and  their  service  providers  who  have  played  by  the  rules. 

Sec.  2(a)  makes  the  ability  of  an  outfitter  to  sell  his  business 
and  effect  the  transfer  of  the  permit  to  a  qualified  buyer 
considerably  less  assured  than  existing  law.  Furthermore,  the 
language  inserted  at  page  3,  line  8,  again  sets  up  an  inconsistent 
fee  structure  which  puts  federal  fundraising  in  a  higher  priority 
than  quality  service  and  resource  protection: 

"(E)  shall  be  transferable  or  assignable  only  upon  the 
consent  of  the  Secretary  after  reconsideration  and  possible 
redetermination  of  the  contract  terms,  including  the  franchise 
fee . " 

My  point  is  that  all  rafting  companies  with  which  I  compete  on  the 
Grand  Canyon  should  enjoy  a  level  playing  field,  paying  the  same 
percentage  on  gross  asO.A.R.S.  IfO.A.R.S.  is  sold,  the  new  owner 
should  continue  to  pay  the  same  fee  until  such  time  as  all  rafting 
fees  are  adjusted.  Otherwise,  any  new  owner  will  experience  a 
double  burden  of  the  new  costs  related  to  debt  service,  as  well  as 
a  renegotiated  fee  which  in  all  probability  will  be  higher  than 
that  paid  by  his  or  her  competitors.  The  obvious  consequence  will 
be  a  need  for  new  owners  to  cut  other  costs  where  they  can:  in 
customer  service. 

We  applaud  the  language  in  H.R.  74  3  which  states:  "In  entering 
contracts  under  this  Act,  consideration  of  revenue  to  the  United 
States  shall  be  subordinate  to  the  objectives  of  protecting  and 
preserving  areas  administered  by  the  National  Park  Service  and  of 
providing  adequate  and  appropriate  services  for  visitors  at 
reasonable  rates."  Unfortunately,  the  goals  of  that  provision  are 
subverted  where  bidding  is  implemented  as  a  substitute  for  securing 
or  renewing  a  permit  based  on  safety  and  good  service. 
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Franchise  Fees 


The  fee  of  not  less  than  22.5  percent  of  annual  gross  receipts 
required  by  H.R.  743  will  simply  put  every  outfitter  and  guide 
service  associated  with  National  Parks  out  of  business.  Or,  we 
will  out  of  necessity  pass  that  fee  along  to  our  customers,  putting 
the  experience  of  visiting  natural  areas  out  of  the  financial  reach 
of  many. 

Hard  data  and  analysis  on  the  costs  and  profits  associated  with 
outfitting  industry  is  information  which  is  too  expensive  for  our 
industry  to  develop.  But  we  have  reasonably  accurate  "ballpark" 
numbers  which  say  that  the  average  profit  is  four  percent.  That's 
not  a  number  you  can  push  up  against  a  fee  like  22.5  percent  and 
hope  to  see  the  outcome  in  black  ink. 

Oar-powered  rafting  companies  in  the  Grand  Canyon  are  currently 
paying  a  fee  which  is  two  and  a  quarter  percent  of  gross.  We've 
been  told  to  expect  an  increase  in  the  immediate  future;  motorized 
operations  have  already  seen  a  fee  increase  to  six  percent.  The 
two  and  a  quarter  percent  of  gross  assessed  on  rafting  operations 
is  somewhat  lower  than  the  three  percent  fee  required  by  USPS  and 
BLM. 

So  essentially,  outfitters  and  the  government  are  already  splitting 
the  "profits".  In  an  average  case  the  government  gets  three 
percent,  and  the  outfitter/owner  takes  home  four  percent.  I'd 
hazard  a  guess  that  the  outfitter  invested  a  great  deal  more  cash, 
risk  and  sweat  equity  in  the  operation  than  the  agency.  It's  a 
fair  split  on  the  profits. 

I  don't  mean  to  sound  facetious.  Outfitters  enjoy  the  privilege  of 
operating  their  businesses  on  America's  prime  public  real  estate. 
Our  impact  on  the  lands,  waters  and  wildlife  through  which  we 
travel  is  minimal.  For  that  privilege,  we  willingly  acknowledge 
our  obligation  to  return  a  fair  fee  to  the  government. 

We  believe  what  we  are  now  paying  is  a  fair  fee  based  on  the 
economics  of  our  businesses  and  consistent  with  our  obligation  to 
provide  the  public  with  an  affordable  experience. 

ConsistencY  of  policy  and  regulation  among  federal  land  management 
agencies 

A  substantial  part  of  your  inquiry  into  management  of  concessioner 
services  has  dealt  with  agency  regulations  and  procedures.  It  has 
become  apparent  to  the  subcommittee,  I'm  sure,  that  there  is  little 
consistency  between  Park  Service  policies  and  the  management  of 
outfitter  operations  by  USFS  and  BLM.  These  differences  are  even 
more  apparent  from  real  life  experience  in  the  field. 
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It  is  not  uncommon  for  an  outfitted  group  to  begin  under  the 
jurisdiction  of  one  agency  and  end  the  trip  in  the  domain  of 
another.  Consistency  in  the  required  equipment  and  trip  operations 
is  therefore  essential.  Consistency  in  the  required  procedures  and 
documentation  back  at  the  outfitter's  office  would  eliminate  many 
headaches  and  needless  restructuring  of  otherwise-identical  tasks. 

Each  of  the  agencies  have  their  strengths  and  weaknesses.  If 
outfitters  had  to  chose  a  model  upon  which  to  built  a  consistent 
national  interagency  outfitter  and  guide  policy,  it  would  be  the 
Outfitter  and  Guide  Policy  used  by  the  U.S.  Forest  Service. 

It  has  been  closely  paralleled  by  BLM  policies  and  procedures. 
With  the  recent  move  to  completely  decentralize  that  agency,  its 
State  Directors  have  assumed  a  wide  latitude  of  discretionary 
authority.  This  can  be  helpful  where  local  circumstances  require 
local  solutions.  It  can  be  a  regulatory  nightmare  where  State 
Directors  decide  to  depart  from  fundamental  principles  of  national 
policy,  and  we  are  already  experiencing  some  movement  in  this 
direction. 

Forest  Service  and  BLM  have  designed  different  regulations  for 
different  kinds  of  activities.  One  purpose  of  these  separate 
regulations  is  to  recognize  the  distinction  between  recreation 
companies  with  possessory  interest  within  federal  boundaries  and 
the  needs  of  operations  located  outside  those  boundaries  —  people 
like  outfitters  and  guides  who  depend  upon  rivers,  trails  and 
undeveloped  campsites  for  access  through  federal  and  public  lands. 

While  in  some  instances  the  amounts  of  capital  investment  may  be 
nearly  identical,  the  impact  on  federal  lands  and  the  regulatory 
issues  are  substantially  different. 

Forest  Service  and  BLM  policy-makers  have  made  a  real  effort  at 
understanding  the  reasonable  and  practical  needs  of  small 
businesses.  While  we  would  argue  that  a  great  deal  more  business 
training  is  needed  at  the  field  level,  the  relationship  has 
improved  in  each  passing  year.  The  result  has  been  that  as 
outfitters  "get  more"  in  the  way  of  cooperation  and  understanding, 
we  "give  more"  in  terms  of  customer  service  and  noncompensated 
volunteer  programs. 

It  doesn't  necessarily  follow  that  all  agency  personnel  need  a 
detailed  knowledge  of  business  management  and  how  to  read  financial 
documents.  It  makes  no  sense  to  train  a  recreation  planner  or  a 
field  biologist  to  make  tough  decisions  about  the  viability  of 
issuing  and  conditioning  a  permit  for  a  heavily-capitalized 
recreation  business.  That's  asking  a  lot  of  an  employee  who  was 
trained  to  work  with  recreation  activities  and  natural  resources. 
We  shouldn't  be  surprised  that  the  system  has  failed  us  in  some 
ways. 
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Most  outfitter  permits  are  fairly  straight-forward  and 
uncomplicated.  Where  circumstances  are  not  that  simple,  America 
Outdoors  has  suggested  that  a  team  of  trained  agency  business 
analysts  be  available  to  field  personnel  through  their  State  or 
regional  offices. 

At  the  Park  Service  we've  seen  outfitter  relations  improve 
substantially  over  the  years,  but  we've  not  achieved  a  working 
partnership  egual  to  that  with  the  other  agencies.  I  believe  it  is 
underlying  law  and  the  NPS  regulations  which  stand  in  the  way  of  a 
truly  effective  partnership  which  meets  the  needs  and  expectations 
of  the  public. 

All  concessioners  within  the  National  Parks  are  lumped  together 
under  the  same  set  of  laws  and  regulation.  As  a  consequence,  those 
who  write  the  rules  tilt  toward  governing  operations  inside  Park 
boundaries  with  diverse  services  and  substantial  possessory 
interest.  Those  rules  at  least  attempt  to  address  the  question  of 
potential  monopoly  market  power.  Unfortunately,  the  complexity  of 
those  regulations  extend  to  outfitters  and  guides  as  well. 

This  failure  to  draw  distinctions  between  types  of  recreation 
services  results  in  some  costly  and  excessive  operational 
requirements  for  outfitters  and  guides.  For  instance,  the  amount 
of  insurance  required  for  National  Park  concessioners  is  many  times 
more  costly  than  that  which  permittees  are  required  to  carry  for 
coverage  of  operations  in  National  Forests  and  on  public  lands. 
The  amount  of  insurance  required  by  NPS  exceeds  the  risk  exposure 
of  rafting  companies,  horse  packers,  and  trail  guides  and 
represents  an  unnecessary  cost  to  our  operations. 

Likewise,  the  amount  of  paperwork  required  to  secure  a  permit  from 
NPS  exceeds,  beyond  description,  the  requirements  of  USFS  and  BLM. 
USFS  and  BLM  forms  can  be  completed  with  information  available  from 
outfitter  files,  supplemented  frequently  by  the  services  of  an 
accountant.  Add  to  that  an  auditor  and  an  attorney  if  you  hope  to 
comply  with  NPS  paperwork  requirements. 

Where  laws  and  regulations  fail  to  fit  the  activity,  it  necessarily 
follows  that  communication  between  outfitters  and  NPS  managers  is 
not  always  good.  Park  management  doesn't  tend  to  be  realistic 
about  implementing  change,  even  in  circumstances  where  both 
outfitters  and  NPS  managers  agree  that  change  is  needed. 

NPS  will  often  work  for  two  or  three  years  on  policy  changes 
without  input  or  advice  from  recreation  service  providers.  Their 
announcement  is  often  a  "done  deal"  and  frequently  timed  too  late 
to  incorporate  into  our  brochures,  guide  training,  or  operating 
season. 
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Page  Ten 

By  the  same  token.  Park  Service  personnel  in  the  field  are  the  best 
in  the  business.  The  Park  Service  was  set  up  by  Congress  to  be  in 
the  hospitality  business,  as  well  as  to  protect  the  geinstones  of 
the  nation's  natural  resources.  NPS  invests  in  its  people.  They 
are  skilled  interpreters  who  have  set  the  standard  in  environmental 
education.  They're  creative  technicians  who  have  helped  pioneer 
the  solutions  to  low  impact  resource  use,  handling  of  human  waste, 
and  stabilization  of  areas  which  are  unavoidably  impacted. 

Unfortunately,  they're  allowed  little  flexibility  to  fit  the 
solution  to  the  circumstances.  All  problems  seem  to  reguire  the 
attention  of  Washington,  and  all  answers  seem  to  be  hammered  into 
neat  little  cubicles  and  sent  back  to  the  field.  It  will  be 
interesting  —  perhaps  painful  —  to  watch  the  contrast  between  the 
NPS  style  of  management  and  the  decentralization  which  is  occurring 
at  BLM.  My  fear  is  that  outfitters  will  suffer  the  worst  of  both 
worlds. 

I'm  told  that  outfitters  and  guides  received  reasonably  good  marks 
in  the  investigations  conducted  by  the  General  Accounting  Office. 

If  we  have  a  glaring  weakness  it  is  the  failure  to  describe  process 
and  provide  documentation  on  food  services  and  waste  management. 
That  observation  appears  to  not  carry  with  it  a  record  of  specific 
complaints  or  incidents. 

Standards  of  practice  in  these  areas  are  extremely  high  in  the 
industry,  governed  most  strongly  perhaps  by  the  fact  that  trip 
leaders  must  camp  and  eat  at  the  same  location  as  our  guests. 
We're  the  first  to  notice  (and  suffer  accordingly)  if  the  system 
breaks  down.  Our  businesses  depend  upon  repeat  customers  and  word- 
of -mouth  advertising.  That  alone  insures  the  highest  of  priorities 
for  proper  treatment  of  food  services  and  waste  management. 

The  outfitting  industry  knows  that  we  can  constantly  improve  all 
aspects  of  our  operations,  and  we  know  that  we  will  do  so. 
Improved  service  is  the  basis  upon  which  we  compete  with  each 
other.  In  my  company  the  substance  of  our  mission  statement  is  "to 
positively  impact  people's  lives  by  providing  outstanding  river 
trips"... to  "actively  support  awareness,  deeper  appreciation,  and 
preservation  of  our  rivers  and  environment." 

This  is  also  part  of  the  mission  of  the  men  and  women  in  each  of 
the  federal  land  management  agencies.  If  the  reporting  system 
doesn't  meet  the  expectations  of  this  subcommittee,  it  can  be 
fixed.  If  the  fee  system  isn't  in  all  cases  resulting  in  a  fair 
return  to  the  government,  it  can  be  fixed.  If  guality  service  to 
the  public  isn't  always  forthcoming  from  this  elaborate  mechanism 
of  outdoor  recreation,  it  can  be  fixed. 
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Just  don't  break  all  of  its  parts  in  the  process.  The  goal  is 
simple:  Fifteen  people  follow  their  guide  into  the  wilderness. 
Fifteen  people  come  out  the  other  side  —  happy,  healthy  and  more 
knowledgeable  about  the  natural  world  in  which  they  live.  No 
lawsuits.  No  garbage.  And  no  graffiti  on  the  petroglyphs.  The 
government  gets  a  fair  return  on  the  money. 

Without  professional  outfitters  many  natural  areas  would  be  off 
limits  to  the  general  public.  We're  good  at  what  we  do,  and  with 
the  support  of  this  subcommittee,  we'll  continue  to  provide 
memorable  days  in  the  lives  of  millions  of  people. 

Thank  you,  Mr.  Chairman  and  members  of  the  subcommittee,  for  the 
opportunity  to  testify. 


Attachments 


The  Impacts  of  Proposed  Franchise  Fee  Increases  for  Outfitter 
Permittees  and  Concessioners  (submitted  1992  to  Office  of 
Management  and  Budget) 

America  Outdoors  1993  Outfitters  Director 

Idaho  Outfitters  and  Guides  Association  brochure 

Professional  Guide  Institute  brochure 
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Mr.  Synar.  Thank  you,  Mr.  Wendt. 
Mr.  Campsen. 

STATEMENT  OF  GEORGE  E.  CAMPSEN,  JR.,  PRESmENT,  FORT 
SUMTER  TOURS,  REPRESENTING  THE  NATIONAL  PARK  HOS- 
PITALITY ASSOCIATION 

Mr.  Campsen.  Yes,  sir.  Mr.  Chairman  and  members  of  this  hon- 
orable committee,  my  name  is  George  Campsen,  and  I'm  president 
of  the  Fort  Sumter  Tours,  Inc.,  a  national  park  concessioner.  We 
are  involved  in  the  business  of  providing  public  boat  transportation 
to  historic  Fort  Sumter  National  Monument  in  Charleston,  SC. 

The  fort  is  where  the  war  between  the  States  began,  and  it's  lo- 
cated on  an  island  near  the  entrance  to  Charleston  Harbor  and  is 
accessible  only  by  boat.  The  Fort  Sumter  concession  was  first  es- 
tablished in  July  1961,  and  the  National  Park  Service  selected  us 
out  of  five  competing  proposals.  Thereafter,  working  in  partnership 
with  the  National  Park  Service,  we  have  continuously  provided  the 
boat  transportation  to  the  fort. 

We  are  a  small  concession.  We  have  45  full-time  employees  and 
over  $3  million  invested  in  sightseeing  vessels  and  other  equipment 
which  is  necessary  to  perform  our  contract  obligation.  All  equip- 
ment now  has  been  financed  through  mortgage  loans  from  local 
banks  with  my  personal  endorsement  on  each  loan. 

Our  company  is  family  owned  and  operated.  The  stockholders  are 
myself,  my  wife,  and  my  four  children,  all  of  whom  are  actively  in- 
volved in  the  daily  activities  of  this  business.  At  company  expense, 
we  provide  hospital  and  medical  coverage,  insurance  coverage,  and 
a  profitsharing  retirement  program  for  our  employees  and  other 
job-related  benefits.  The  National  Park  Service,  under  its  conces- 
sion evaluation  system,  has  given  our  business  the  highest  possible 
rating  for  competence  and  efficiency  for  each  of  the  last  31  consecu- 
tive years. 

Now,  for  over  a  decade,  I've  also  been  a  member  of  the  board  of 
directors  of  the  Conference  of  National  Park  Concessioners,  which 
are  now  known  as  the  National  Park  Hospitality  Association.  In 
that  capacity,  I  was  invited  here  today  and  given  this  opportunity 
to  discuss  with  you  various  aspects  of  the  national  park  concession 
system. 

Now,  in  national  parks,  the  partnership  in  some  form  has  existed 
between  the  private  sector  businesses  and  the  Federal  Government 
since  the  creation  of  our  very  first  park,  which  was  Yellowstone  in 
1872.  At  this  early  date,  and  progressively  thereafter,  it  became 
more  and  more  apparent  that  in  order  to  maximize  visitor  enjoy- 
ment and  satisfy  the  desires  of  the  vast  majority  of  our  citizens, 
basic  family  conveniences  such  as  food,  lodging,  transportation, 
beverages,  recreational  opportunities,  et  cetera,  should  be  available 
for  visitors  within  our  parks  at  reasonable  prices.  Whether  or  not 
the  Federal  Government  or  private  enterprise  should  provide  such 
conveniences  was  an  issue  for  congressional  resolution  in  the  very 
beginning. 

Now,  smce  our  first  park,  it  has  always  been  the  intent  and  the 
desire  of  Congress  and  others  in  governmental  authority  that  pri- 
vate sector  businesses  provide  these  needed  conveniences  rather 
than  the  Federal  bureaucracy.  Throughout  the  history  of  our  park 
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system,  the  Congress  has  recognized  and  supported  the  widely  held 
public  belief  that  private  sector  businesses  are  more  qualified  and 
more  capable  of  effectively  operating  businesses  than  the  Federal 
Government.  This  has  been  the  American  way.  Also,  because  of  the 
unavailability  of  Federal  or  public  funds,  for  over  100  years  private 
sector  businesses  have  been  privately  financing  most  of  the  im- 
provements enjoyed  by  park  visitors  and  furnishing  the  goods  and 
services  they  need  and  desire  in  our  parks,  but  only  as  authorized, 
directed,  and  closely  supervised  by  the  National  Park  Service. 

So,  in  reality,  a  partnership  between  the  Federal  Government 
and  the  private  sector  to  jointly  serve  and  enhance  the  enjoyment 
of  visitors  to  our  parks  has  always  existed.  This  partnership  con- 
cept has  been  subjected  to  constant  evolutionary  scrutiny  by  Con- 
gress and  other  governmental  authority. 

Now,  after  studying  the  strengths  and  weaknesses  of  this  part- 
nership within  the  Park  Service  or  park  system,  unlike  other  agen- 
cies, the  Congress,  in  1965,  enacted  the  National  Park  Concessions 
Policy  Act,  known  as  Public  Law  89-249.  In  reality,  it  should  be 
called  a  concessions  partnership  act. 

Mr.  Synar.  Mr.  Campsen,  if  you  could  begin  to  summarize, 

Mr.  Campsen.  All  right,  sir. 

Mr.  Synar.  Thirty  seconds. 

Mr.  Campsen.  All  right,  sir.  Mr.  Chairman,  a  lot  has  been  said, 
and  I  think  it's  misleading  that  the  concessioners  are  not  paying 
a  proper  share  of  income  by  way  of  franchise  fees  to  the  Federm 
Government.  Now,  please,  if  you  will,  sir,  it  is  a  known  fact  in  the 
economic  world  in  which  we  live  that  anv  business  relationship 
must  have  mutual  benefits.  There  must  Be  some  quid  pro  quo, 
something  for  something,  or  the  partnership  will  not  survive.  This 
has  been  the  history  of  the  National  Park  System  over  all  of  these 
years. 

Concessioners,  it's  necessary  that  they  have  certain  financial  in- 
centives in  order  to  make  the  investments  necessary.  The  last  in- 
vestment I  made  for  the  National  Park  Service  was  about  $1.4  mil- 
lion in  a  vessel  that  we  built  in  1985.  We're  still  paying  on  that 
vessel.  What  I'm  saying  to  you  is  any  reasonable  businessman  has 
to  have  some  kind  of  incentive  in  order  to  make  those  kinds  of  in- 
vestments. People  enjoy  the  use  of  that  boat  going  back  and  forth 
to  Fort  Sumter.  It's  been  a  great  thing. 

Mr.  Synar.  Mr.  Campsen,  I'm  going  to  have  to  ask  you  to  con- 
clude your  remarks. 

Mr.  Campsen.  All  right,  sir,  I'm  sorry.  We  pay  4.25  percent  of  our 
gross  income  to  the  Federal  Government,  merely  for  the  privilege 
of  docking — usin^  a  70-foot  dock  at  Fort  Sumter.  We  furnish  all  the 
land-side  amenities,  docking  facilities,  do  all  of  the  marketing  and 
so  forth.  I  think  that  it's  gratifying  when  the  GAO  has  come  to  the 
conclusion  that  we,  in  the  National  Park  Service,  at  least,  or  con- 
cessioners are  rated  satisfactory. 

[The  prepared  statement  of  Mr.  Campsen  follows:] 
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STATEMENT  BY 

GEORGE  E.  CAMPSEN,  JR. 

NATIONAL  PARK  HOSPITALITY  ASSOCIATION 

******** 

UNITED  STATES  HOUSE  OF  REPRESENTATIVES 

SUBCOMMITTEE  ON  ENVIRONMENT,  ENERGY  &  NATURAL  RESOURCES 

COMMITTEE  ON  GOVERNMENT  OPERATIONS 

******** 

PUBLIC  LANDS  CONCESSIONS  POLICIES 
******** 

MAY  27,  1993 
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Mr.  Chairman  and  Members  of  the  Subcommittee: 

By  way  of  introduction,  I  am  George  E.  Campsen,  Jr.,  President 
of  Fort  Sumter  Tours,  Inc.,  a  small  national  park  concessioner, 
involved  in  the  business  of  providing  public  boat  transportation  to 
Fort  Sumter  National  Monument  in  Charleston,  S.C,  where  the  Civil 
War  between  the  states  began. 

The  Fort  Sumter  concession  was  first  established  in  July  1961 
and  the  National  Park  Service  (NPS)  selected  us  out  of  five 
competing  proposals,  and  in  partnership  with  NPS  we  have 
continuously  provided  this  service  since  that  time.  We  have  45 
full  time  employees  and  over  three  million  invested  in  sightseeing 
vessels  and  other  equipment  which  is  necessary  to  perform  our 
contract  obligations.  All  equipment  has  been  principally  financed 
through  mortgage  loans  from  local  banks,  with  my  personal 
endorsement  required  on  every  loan. 

Our  company  is  family  owned  and  operated,  the  stockholders  are 
myself,  my  wife  and  our  four  children,  all  of  whom  are  actively 
involved  in  our  daily  activity.  The  NPS,  under  its  concession 
evaluation  system,  has  given  our  business  the  highest  possible 
rating  for  competence  and  efficiency  each  year  for  the  last  thirty- 
one  consecutive  years. 

For  over  a  decade  I  have  also  been  a  member  of  the  Board  of 
Directors  of  the  National  Park  Hospitality  Association  formerly 
known  as  the  Conference  of  National  Park  Concessioners.  All  of  the 
major  concessioners  and  many  small  ones  as  well  are  members  of  our 
organization  and  all  are  involved  in  providing  necessary  and 
appropriate  goods  and  services  for  visitors  in  units  of  the 
national  park  system. 
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OBSERVATIONS  ON  GAO  REPORTS 
Your  letter  to  us  inviting  our  testimony  cites  the  purpose  of 
this  hearing  as  a  review  of  the  federal  government's  practices  in 
managing  recreation  concessioners  on  federal  lands,  including  fees 
paid  by  private  parties  for  the  exclusive  use  of  public  lands  and 
policies  for  ensuring  the  government  receives  fair  market  value  for 
the  use  of  taxpayer  assets.  The  subcommittee  staff  directed  our 
attention  to  two  GAO  Reports :  ( 1 )  Federal  Lands  -  Improvements 
Needed  in  Managing  Concessioners,  dated  June,  1991  and  (2)  Federal 
Lands  -  Oversight  of  Long-Term  Concessioners,  dated  March,  1992. 
I  will  make  brief  comments  on  both  of  these  reports. 

Federal  Lands  -  Improvements  Needed  in  Managing  Concessioners 
(June.  1991); 

There  is  a  finding  that  eleven  different  laws  govern 
concessions  in  federal  recreation  areas,  with  discretion  allowed  to 
agencies  in  many  matters.  The  report  correctly  indicates  that  only 
one  statute  governs  National  Park  concessions  policies  -  The 
National  Park  Concessions  Policy  Act  of  1965  (P.  L.  89-249). 

Because  of  the  differences  in  the  missions  of  various  federal 
land  agencies,  it  would  appear  proper  that  there  must  be  some 
differences  in  laws  governing  their  operations.  As  you  know,  the 
National  Park  Service,  for  instance,  is  charged  with  management  of 
many  of  the  nation's  great  scenic  and  historic  properties,  which 
are  single-use  properties,  not  multiple-use  as  is  the  case  with 
many  public  lands. 
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It  should  be  noted  that  The  National  Park  Concessions  Policy 
Act  of  1965,  sponsored  by  Congressman  Morris  K.  Udall  (D-AZ),  with 
bipartisan  support,  was  enacted  upon  the  recommendation  of  the 
first  Outdoor  Recreation  Commission,  chaired  by  Lawrence 
Rockefeller,  which  was  appointed  by  President  Eisenhour  and 
reported  to  President  Kennedy.  It  studied  for  many  years  what  was 
needed  to  codify  the  practices  which  had  proved  successful  over  the 
years  in  concessions  policies.  The  principles,  which  I  will 
discuss  later  in  more  detail,  are  sound  as  a  foundation  for  present 
policy  and  have  produced  favorable  results  for  the  National  Parks, 
the  American  people  and  for  concessioners  as  partners  in  the  parks. 

Another  finding  of  the  report  is  that  the  federal  agencies 
lack  complete  data  on  concession  operations.  If  this  is  true  it  is 
not  because  concessioners  have  not  filed  voluminous  and  complete 
reports  with  the  National  Park  Service.  From  my  long  experience  as 
a  concessioner,  I  am  surprised  that  the  Report  could  make  that 
finding  when  concession  companies  are  so  thoroughly  inspected  and 
supervised  by  the  National  Park  Service  with  great  detail  provided 
of  the  financial  condition  of  the  concession  business.  The 
business  is  almost  totally  regulated  by  the  National  Park  Service, 
with  the  services,  merchandise  and  the  pricing  all  approved  by  NPS, 
even  the  hours  of  the  operation  and  appearance  of  business 
employees,  all  carefully  regulated.  Concessioners  that  have 
conformed  their  business  practices  to  these  rigid  standards  and  are 
still  able  to  satisfactorily  serve  the  visitors  and  make  a 
reasonable  profit,  must  be  skilled  and  experienced  business  people. 
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The  report  also  acknowledges  that  NPS  figures  have  not  in  the 
past  accurately  shown  all  fees  and  non-fee  compensation  which  the 
•federal  government  receives  from  concessions  operations.  The 
allegation  that  the  average  return  to  the  government  for  1989  was 
about  2%  is  very  misleading  since  that  does  not  include  the 
concessioners'  contribution  in  both  franchise  and  building  use 
fees;  repair,  maintenance  and  rehabilitation  payments,  taxes  and 
other  payments  made. 

After  GAO  issued  their  Report  in  June,  1991,  our  organization 
requested  a  compilation  from  the  National  Park  Service  of  complete 
statistics  on  NPS  concessions.  It  is  attached  as  Appendix  A  to 
this  statement  and  shows  a  total  of  $71.4  million  or  13%  of  the 
gross  receipts  of  $536  million  paid  in  various  ways  to  the 
government.  It  also  shows  an  average  net  return  to  the 
concessioners  of  $30.8  million  or  6%  of  gross,  way  below  most 
segments  of  the  hospitality  industry. 

This  year  we  also  asked  the  National  Park  Service  to  provide 
us  with  a  compilation  of  the  latest  complete  statistics  on 
concessions.  That  report  is  attached  to  this  statement  as  Appendix 
B  and  shows  that  for  1991  National  Park  concessions  paid  $65.6 
million  or  10.5%  of  the  gross  of  $622  million  in  various  ways  to 
the  federal  government,  with  the  net  income  to  concessioners  at 
$34.7  million  or  5.6%,  again  below  industry  averages.  The 
conclusions  which  GAO  has  reached  do  not  honestly  or  fairly  report 
these  figures  which  were  compiled  by  the  National  Park  Service. 
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Federal  Lands  -  Oversight  of  Long-Term  Concessioners  (March.  1992^: 

The  Report  covers  three  aspects  of  oversight:  (1)  Overall 
evaluation  of  concessioner  performance;  (2)  Concessioner  compliance 
with  federal,  state  and  local  health  and  safety  standards;  and  (3) 
Reasonableness  of  concessioner  prices  charged  to  the  public  for 
services . 

We  have  noted  that  the  analysis  was  carried  out  with  two  study 
samples,  one  a  "judgmental  sample  of  12  concessioners",  six  of 
which  are  National  Park  concessioners;  and  a  second  study  sample 
called  a  "probability  sample  of  50  concessioners",  22  of  which  are 
National  Park  concessioners. 

The  results  show  that  in  the  judgmental  sample  of  12 
concessioners,  they  all  received  satisfactory  ratings  in  1990. 
Further  they  all  received  satisfactory  ratings  for  health  and 
safety  matters.  In  the  examination  of  prices  charged,  the  pricing 
for  all  concessioners  was  considered  reasonable. 

In  the  probability  sample  of  50  concessioners,  47  got  overall 
satisfactory  ratings;  two  were  rated  "needs  improvement"  and  one 
was  rated  "unsatisfactory" .  It  is  not  indicated  whether  those 
needing  improvements  or  the  one  rated  unsatisfactory  were  National 
Park  concessioners,  but  the  National  Park  Service  consistently 
finds  nearly  every  concessioner  worthy  of  the  satisfactory  rating. 
I  believe  this  is  because  of  the  quality  of  services  dispensed  by 
National  Park  concessioners  and  also  because  the  National  Park 
Service  has  improved  its  system  over  the  years  for  standards, 
inspections  and  compliance.  It  appears  that  the  GAO  Report 
confirms  that  result. 
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In  all  other  categories  cited  in  the  Report  -  for  health  and 
safety  standards, and  for  electrical  and  fire  safety  standards,  it 
appears  that  nearly  all  concessioners  were  rated  as  satisfactory. 
On  the  price  reviews,  43  of  the  50  concessioners  were  rated  as 
charging  "reasonable  prices",  with  7  who  had  no  reviews  because 
they  requested  no  increases  in  1990,  but  who  had  all  been  rated 
"reasonable"  in  previous  years. 

This  favorable  result  on  reasonable  pricing  by  concessioners 
in  National  Parks  did  not  come  about  by  accident.  It  is  an 
illustration  of  the  effective  policy  established  in  The  National 
Park  Concessions  Policy  Act  which  requires  that  pricing  be 
established  by  the  rule  of  comparability.  It  is  not  well 
understood  that  all  merchandise  and  services  dispensed  by 
concessioners  in  National  Parks  is  held  to  the  fair  standard  of 
comparability  and  administered  after  careful  testing  to  determine 
comparable  rates  for  like  services  in  the  area.  Our  organization 
strongly  supports  this  standard  and  its  continuance  since  it 
assures  that  rates  in  the  parks  will  be  within  the  range  of  the 
ordinary  and  customary  charges  in  the  area  and  thus  strengthens  the 
af fordability  of  services  for  the  average  American  family. 

I  would  conclude  from  all  of  the  categories  examined  by  the 
Report  that  the  standards  for  these  tests  were  high  and  that  nearly 
all  concessioners  qualified  as  satisfactory  under  the  rating 

system.  Perhaps  this  should  be  taken  as  an  affirmative  sign  and 
not  a  negative  one  since  it  appears  that  the  system  is  producing 
good  results. 
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ELEMENTS  OF  SUCCESSFUL  CONCESSIONS  POLICIES 
As  the  Congress  again  examines  concessions  policies  in  our 
National  Parks,  the  guest  ion  is  sure  to  be  asked:  What  are  the 
basic  elements  for  successful  concessions  policies?   I  would  like 
to  address  several  topics  that  pertain  to  this  subject. 

1.  As  in  the  present  law,  the  National  Park  Service,  as  the 
managers  of  our  National  Parks,  should  continue  to  be  charged  with 
preserving  the  resources  but,  at  the  same  time,  encouraging  the  use 
and  enjoyment  of  the  parks  for  the  visitors. 

2.  Visitor  needs  should  be  addressed  through  a  determination 
by  the  National  Park  Service  of  what  is  necessary  and  appropriate 
in  that  park  to  meet  those  needs.  Competent  and  able  concessioners 
should  respond  to  a  business  opportunity  outlined  by  the  National 
Park  Service  by  making  responses  to  that  offering  and  the  National 
Park  Service  should  choose  the  best  response. 

3.  As  an  incentive  for  performing  well  under  the  contract 
terms,  a  concessioner  that  is  rated  as  "satisfactory"  by  the 
National  Park  Service  should  qualify  for  a  meritorious  recognition 
of  a  preference  for  renewal.  Actually,  this  preference  would  not 
guarantee  the  renewal  since  the  same  evaluation  process  of  all 
offers  received  would  take  place.  But  if  a  superior  response  were 
found,  then  the  preference  would  constitute  a  first  right  of 
refusal  to  match  or  exceed  the  terms  of  the  challenging  offer. 
This  system  preserves  the  continuity  of  service  with  the 
experienced,  satisfactory  concessioner  and  allows  the  National  Park 
Service  to  fairly  consider  any  better  offer  and  be  assured  that 
better  terms  are  not  ignored. 
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4.  The  length  of  the  contract  term  should  be  left  to  the 
discretion  of  the  National  Park  Service  to  work  out  in  a  reasonable 
manner.  If  considerable  investment  is  required  a  longer  term  would 
obviously  be  needed,  but  short  term  contracts  can  also  be  used  for 
smaller  services. 

5.  Since  the  concessioner  does  not  own  either  the  land 
involved,  or  in  a  few  cases,  the  structures,  investments  required 
under  the  contract  for  new  facility  or  repair,  maintenance  and 
rehabilitation  of  existing  facilities  should  be  secured  by  some 
type  of  security  right  which  should  be  worth  the  replacement  cost 
less  depreciation  but  not  exceeding  fair  market  value  of  such 
improvements . 

6.  For  the  privilege  of  doing  business  in  a  park,  the 
concessioner  should  be  charged  a  franchise  fee  which  should  be  set 
after  considering  both  gross  receipts  and  capital  invested,  also 
allowing  the  concessioner  a  reasonable  profit,  with  the  amount  of 
revenue  to  be  secondary  to  the  goals  of  protecting  the  resource  and 
providing  visitor  services  at  reasonable  rates.  If  a  concessioner 
uses  government  owned  facilities  for  its  business  a  reasonable 
building  use  fee,  or  rent,  should  also  be  assessed. 

7.  Rates  for  all  visitor  services  should  be  approved  by  the 
National  Park  Service  in  harmony  with  a  comparability  check  of 
prices  for  like  services  in  the  area. 
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CONCLUSION 

The  first  Director  of  the  National  Park  Service,  Stephen  T. 
Mather,  said  it  very  well: 

"Scenery  is  hollow  enjoyment  to  a  tourist  who  sets  out  in 
the  morning,  after  an  indigestible  breakfast  and  a  fitful 
sleep  on  an  impossible  bed." 

Concern  over  the  visitors'  use  and  enjoyment  of  National  Parks 
can  best  be  met  through  the  continued  partnership  between  the 
private-sector  and  the  National  Park  Service.  The  present  system, 
from  the  designation  of  Yellowstone  National  Park  in  1872,  through 
the  establishment  of  the  National  Park  Service  in  1916  and  into  the 
congressional  passage  in  1965  of  The  National  Park  Concessions 
Policy  Act,  has  worked  well. 

If  adjustments  are  needed  they  should  be  made  within  the 
framework  of  this  system  which  has  produced  excellent  results.  For 
instance,  the  adjustment  of  fees  can  be  made  within  the  present 
framework  of  the  system,  if  that  is  deemed  necessary.  However,  if 
the  system,  which  has  produced  good  results,  is  radically  altered 
so  that  the  incentives  and  security  now  incorporated  are  dropped, 
it  will  be  difficult  for  the  private  sector  to  remain  viable 
partners  and  continue  to  invest  million  of  dollars  every  year.  We 
should  work  toward  a  careful  and  thoughtful  study  of  these  matters, 
not  driven  by  hysteria  for  mere  change. 


72-838  0-93-3 


62 


APPEHDIX  A 


NATIONAL  PARK  SERVICE  CONCESSIONS  STATISTICS 


Parks  With  Concessioners 


1991 
127 


Number  of  Concessioners  -  Contracts 

Permits 
TOTAL 


198 
487 


685 


Number  of  Commercial  Use  Licenses 


Peak  Employment 


1,781 
24,485 


Annual  Receipts 


1989 

$536  million 


Return  to  Government 

Annual  Franchise  Fees 

Annual  Taxes 

Annual  Special  Account  Fees 
(NPCI        -  $  .3  million 
Yellowstone  -  $5.6  million) 

Annual  Improvement  Additions  (Estimate) 

Rate  Add-on  (No  Poss.  Intr.)  Glen  Canyon 

Yosemite 

Annual  Return  to  Parks  or  Gov't 

Return  to  Concessioner 
Net  Income 


$13.3  million 
$15.3  million 
$  5.9  million 

$34 . 0  million 

$  1.9  million 
$  1.0  million 


$71.4  million 
(13%) 


$30.8  million 
(6%) 
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APPENDIX  B 


Witlonil  Puk  SarvlcB  ConcBi«Inni  Statlillct 


Park  with  Concessioners 

Number  of  Concessioners  -  Contracts 

Permits 
Total 

Number  o1  Commercial  Use  Licensas 

Peak  Employment 


196 
466 


1S22 

132 

660 

1,781 

25,627 


Annual  Receipts 

Return  to  Government 

Annual  Franchise  Fee 

Annual  Taxes 

Annual  Special  Account  Fees 
NPCl  -     .3  million 

Yellowstone  •  6.6  million 

Annual  Improvement  Additions  (Estimate) 

R«t8  Add-on  (No  PosMUory  Intarest) 
Glan  Canyon  •  2.1  miinon 
Yosemite       ^  1 .0  million 

Annual  Return  to  Parks  or  Governmental 

Hstum  to  Concaaaionar 
Nat  Income 


isai 

$622  million 

18.1  million 

10.2  million 
6.9  million 

27.3  million 
3.1  million 

86B.S  million  (10.S'> 
$34.7  million    (5.6% 


Prepared  as  of  February  3,  1893 
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Mr.  Synar.  Thank  you,  Mr.  Campsen.  We'll  get  into  a  lot  of  this 
during  the  questioning  period. 
Mr.  Prendergast. 

STATEMENT  OF  JOSEPH  PRENDERGAST,  PRESffiENT, 
AMERICAN  SKI  FEDERATION 

> 

Mr.  Prendergast.  Mr.  Chairman,  thank  you  for  the  opportunity 
to  testify  this  morning.  While  we  appreciate  the  opportunity  to  tes- 
tify, we  feel  the  hearing  is  premature  with  respect  to  our  industry 
because  within  1  month  or  2  the  Forest  Service  should  have  data 
that  we  believe  will  moot  much  of  the  criticism  GAO  has  leveled 
at  it.  More  specifically,  as  the  chairman  may  be  aware,  the  Forest 
Service  is  on  the  verge  of  completing  a  fair  market  value  study 
which  should  provide  answers  to  many  of  the  questions  GAO  and 
this  subcommittee  are  asking. 

However,  the  major  point  I  would  like  to  make  today  is  that  the 
ski  industry  is  already  confident  that  both  the  current  graduated 
rate  fee  system  and  tne  new  simplified  system,  which  passed  the 
Senate  last  year,  do  collect  fair  market  value,  and  perhaps  more 
than  fair  market  value.  Our  confidence  is  based  on  the  following: 

First  and  foremost,  last  year  the  firm  of  Sno-Engineering  in  Han- 
over, NH,  completed  a  comprehensive  analysis  comparing  fees  paid 
by  ski  areas  to  the  U.S.  Forest  Service  in  relation  to  the  fees  paid 
by  ski  areas  which  lease  land  in  the  private  sector,  from  States  and 
the  government  of  Canada.  That  study,  complete  with  letters  from 
private  lessees.  State  agencies,  and  Canadian  authorities,  showed 
conclusively  that  the  fees  charged  by  the  Forest  Service  are  on  the 
high  side  of  the  market. 

It  also  showed  that  when  compared  to  mortgage  carrying  costs 
which  might  be  paid  by  those  ski  areas  which  own  their  own  land, 
the  Forest  Service  fees  are  higher  than  typical  carrying  costs. 

The  Sno-Engineering  study  was  presented  to  Congress  last  June 
and  was  also  available  to  GAO  for  their  use  in  preparing  their  re- 
port to  you.  For  some  reason,  GAO  did  not  review  or  discuss  it  in 
the  context  of  their  current  report,  even  though  we  believe  it  is  the 
single  most  comprehensive,  and  accurate  analysis  ever  undertaken 
of  comparative  ski  area  leasing  fees. 

In  that  regard,  Mr.  Chairman,  I  would  like  to  submit  a  copy  of 
the  study  for  your  hearing  record.  We  hope  that  you  will  carefully 
review  the  study  because  it  takes  the  same  approach  that  you  have 
taken  in  analyzing  fees  for  livestock  grazing  and  others  uses  of 
Federal  lands;  namely,  it  compares  Federal  fees  to  fees  charged  in 
the  private  and  State  sectors. 

GAO,  in  its  1988  report,  stated  that  this  comparison  would  be 
conclusive  evidence  of  the  payment  of  fair  market  value.  A  major 
point  to  be  made  here,  Mr.  Chairman,  is  that  our  operators  on  na- 
tional forest  lands  compete  directly  with  ski  resorts  that  pay  sub- 
stantially less  to  lease  their  land. 

The  second  reason  we  are  confident  we  are  paying  enough  is  that 
our  members  have  been  asked  to  review  some  of  the  preliminary 
data  from  the  Forest  Service's  soon-to-be-completed  fair  market 
value  study.  Based  on  the  data  we've  received  thus  far  and  on  con- 
versations with  the  Forest  Service  over  the  past  several  months,  we 
believe  it  is  likely  to  reinforce  our  conviction  that  the  fees  we  cur- 
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rently  pay  are  fair  market  value,  or  perhaps  even  in  excess  of  fair 
market  value. 

While  past  GAO  reports  have  contained  data  that  suggest  our 
fees  are  low,  our  checking  on  those  figures  has  revealed  that  much 
of  GAO's  data  was  either  misleading,  out  of  date,  or  incorrect.  For 
example,  in  1988,  GAO  reported  that  Canadian  Government  enti- 
ties are  charging  5.2  percent  to  6.4  percent  of  gross  sales.  In  fact, 
I  would  like  to  submit  letters  for  your  record  from  the  major  gov- 
ernment lessors  in  Canada  that  clearly  indicate  that  the  rate  is 
only  2  percent  of  either  gross  lift  revenues  or  sales. 

Likewise,  in  1988,  GAO  stated  that  the  State  of  Vermont  charged 
concession  operators  a  minimum  8  percent  of  gross  sales.  That  was 
true  for  concessions  such  as  State  parks,  but  overlooked  the  fact 
that  Vermont  has  a  separate  fee  system  for  ski  areas  which 
charges  only  5  percent  of  lift  ticket  sales  or  revenues  reduced  by 
the  percent  of  lift  footage  on  State  land.  GAO  also  failed  to  note 
that  the  Vermont  leases  generally  involve  improved  property,  much 
longer  lease  terms  other  inducements  to  the  lessee  as  opposed  to 
the  raw  land  we  lease  from  the  Forest  Service. 

Also  not  discussed  in  the  GAO  report  is  data  involving  rents 
charged  by  ski  areas  to  ski  shops  which  occupy  buildings  owned  by 
the  ski  area.  Typically,  a  ski  shop  pays  7  percent  to  8  percent  of 
gross  for  both  land  and  building.  The  land  portion  of  this  lease  is 
approximately  15  to  20  percent  of  the  rent,  or  1.6  percent  of  gross 
at  the  extreme  high  end. 

The  Urban  Land  Institute  index  shows  similar  rents  for  other 
types  of  businesses  again  for  both  land  and  buildings.  Examples  in- 
clude anchor  department  stores,  1  to  3  percent  of  gross;  clothing 
stores,  4  to  6  percent  of  gross;  and  other  retail  shops,  5  to  9  percent 
of  gross.  Adjusted  for  land  only,  the  extreme  high  end  for  these 
rent  examples  is  1.8  percent  of  gross.  That  is  substantially  less 
than  the  2.2  to  2.4  percent  currently  charged  by  the  Forest  Service 
fee. 

Another  weakness  of  past  GAO  reports,  and  something  that 
bears  directlv  on  today's  hearing,  is  that  the  ski  industry  does  not 
consider  itself  to  be  comparable  to  the  average  concessioner  on  Fed- 
eral and  State  lands.  In  contrast  to  most  concession  operations,  we 
lease  raw  land,  not  improved  land.  So  we  think  it  is  inappropriate 
for  GAO  and  others  to  compare  our  leases  to  concession  permits, 
just  as  it  would  be  unfair  to  compare  their  rates  and  fee  schedule 
to  ours. 

In  summary,  Mr.  Chairman,  we  believe  that  the  data  we  have 
assembled  and  presented  to  Congress  amply  demonstrates  that  we 
are  paying  fair  market  value  for  our  use  of  national  forest  land.  We 
further  believe  the  Forest  Service's  upcoming  study  will  confirm 
this. 

Finally,  although  we  think  we  are  paying  our  fair  share,  we 
agree  with  you  that  the  current  graduated  rate  fee  system  is  too 
complex  and  difficult  to  administer.  For  that  reason,  we  rec- 
ommend to  you  the  simplified  replacement  system  which  passed 
the  Senate  last  year,  or  some  similar  formula  which  alleviates  the 
burden  on  all  concerned. 

In  that  regard,  we  note  that  GAO  concurs  that  the  Senate  sys- 
tem would  greatly  simplify  matters  and  that  the  proof  is  that  CBO 
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estimated  it  would  reduce  administrative  costs  by  $200,000  a  year. 
However,  the  GAO's  analysis  of  last  year's  bill  fails  to  consider  sev- 
eral other  aspects  of  the  legislation  which  were  intended  to  ensure 
a  fair  return  to  the  Treasury,  including  the  floor  provision  of  the 
legislation,  which  prohibited  any  ski  area  from  falling  below  the 
current  fee  for  2  years,  and  the  CPI  annual  adjustment  to  ensure 
future  fees  increase  with  inflation.  All  things  considered,  therefore, 
last  year's  bill  would  have  ensured  a  fair  market  return. 

Finally,  we  note  that  the  new  system  we  have  proposed  contains 
a  periomc  review  of  the  fair  market  value  question  with  a  report 
to  Congress  at  least  every  10  years  containing  recommendations  to 
update  the  system  if  it  falls  out  of  whack  in  the  future. 

Mr.  Synar.  Mr.  Prendergast,  if  you  could  conclude. 

Mr.  Prendergast.  I  have  one  more  sentence. 

Mr.  Synar.  OK. 

Mr.  Prendergast.  We  do  not  believe  that  any  other  user  of  the 
public  lands  has  ever  volunteered  to  have  its  fee  structure  reviewed 
every  10  years.  I  have  additional  fact  sheets,  Mr.  Chairman.  I'd 
like  to  submit  them  to  the  record,  along  with  the  report  that  I  indi- 
cated in  my  testimony. 

Mr.  Synar.  Without  objection,  that  will  all  be  made  part  of  the 
record. 

[The  information  referred  to,  along  with  GAO's  response  can  be 
found  in  the  appendix.] 

Mr.  Prendergast.  Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Prendergast  follows:] 
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JOSEPH  PRENDERGAST,  PRESIDENT 

AMERICAN  SKI  FEDERATION 

BEFORE  THE  HOUSE  GOVERNMENT  OPERATIONS  SUBCOMMITTEE 

ON  ENVIRONMENT,  ENERGY  AND  NATURAL  RESOURCES 

CONCERNING  MANAGEMENT  OF  RECREATION  PERMITS  ON 

FEDERAL  LAND 

MAY  27,  1993 

Thank  you  for  the  opportunity  to  testify  this  morning  on  the  issue  of 
National  Forest  ski  area  fees  and  the  April  16,  1993,  GAG  Report  analyzing 
those  fees. 

While  we  appreciate  the  opportunity  to  testify,  we  feel  this  hearing  is 
premature  with  respect  to  our  industry  because  within  a  month  or  two  the 
Forest  Service  should  have  data  that  we  believe  will  moot  much  of  the 
criticism  GAO  has  leveled  at  it.  More  specifically,  as  the  Chairman  may  be 
aware,  the  Forest  Service  is  on  the  verge  of  completing  a  "fair  market  value" 
study  which  should  provide  answers  to  many  of  the  questions  GAO  and  the 
Subcommittee  are  asking. 

However,  the  major  point  I  would  like  to  make  today  is  that  the  ski 
industry  is  already  confident  that  both  the  current  Graduated  Rate  Fee  System 
and  the  new,  simplified  system  which  passed  the  Senate  last  year,  do  collect 
fair  market  value,  and  perhaps  more  than  fair  market  value.  Our  confidence 
is  based  on  the  following: 

1.  First  and  foremost,  last  year  the  firm  of  Sno-Engineering  in 
Hanover,  New  Hampshire,  completed  a  comprehensive  analysis  comparing  fees 
paid  by  ski  areas  to  the  U.S.  Forest  Service  in  relation  to  the  fees  paid  by 
ski  areas  which  lease  lands  in  the  private  sector  from  States  and  from  the 
government  of  Canada.  That  study,  complete  with  letters  from  private 
lessees,  State  agencies  and  Canadian  authorities,  showed  conclusively  that 
the  fees  charged  by  the  Forest  Service  are  on  the  high  side  of  the  market. 

It  also  showed  that  when  compared  to  "mortgage"  carrying  costs  which 
might  be  paid  by  those  ski  areas  which  own  their  own  land,  the  Forest  Service 
fees  were  higher  than  typical  carrying  costs. 

The  Sno-Engineering  study  was  presented  to  Congress  last  June  and  was 
also  available  to  GAO  for  their  use  in  preparing  their  report  to  you.  For 
some  reason,  GAO  did  not  review  or  discuss  it  in  the  context  of  their  current 
report,  even  though  we  believe  it  is  the  single  most  comprehensive,  and 
accurate  analysis  ever  undertaken  of  comparative  ski  area  leasing  fees. 

In  that  regard,  Mr.  Chairman,  I  would  like  to  submit  a  copy  of  the  study 
for  your  hearing  record.  We  hope  that  you  will  carefully  review  the  study 
because  it  takes  the  same  approach  that  you  have  taken  in  analyzing  fees  for 
livestock  grazing  and  others  uses  of  Federal  lands. . .namely ,  it  compares 
Federal  fees  to  fees  charged  in  the  private  and  State  sectors. 
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A  major  point  to  be  made  here,  Mr.  Chairman,  is  that  our  operators  on 
National  Forest  lands  compete  directly  with  ski  resorts  that  pay 
substantially  less  to  lease  their  land. 

2.  The  second  reason — we  are  confident  we  are  paying  enough  is  that  our 
members  have  been  asked  to  review  some  of  the  preliminary  data  from  the 
Forest  Service's  soon  to  be  completed  "fair  market  value"  study.  Based  on 
the  data  we  have  received  thus  far,  and  on  conversations  with  the  Forest 
Service  over  the  past  several  months,  we  believe  it  is  likely  to  reinforce 
our  conviction  that  the  fees  we  currently  pay  are  fair  market  value,  or 
perhaps  even  in  excess  of  fair  market  value. 

3.  While  past  GAO  reports  have  contained  data  that  suggest  our  fees  are 
low,  our  checking  on  those  figures  has  revealed  that  much  of  GAO's  data  was 
either  misleading,  out  of  date,  or  incorrect.  For  example,  in  1988  GAO 
reported  that  Canadian  government  entities  were  charging  5.2%  to  6.4%  of 
gross  sales.  In  fact,  I  would  like  to  submit  letters  for  your  record  from 
the  major  government  lessors  in  Canada  that  clearly  indicate  that  the  rate 
is  only  2%  of  either  gross  lift  revenues  or  sales.  Likewise,  in  1988,  GAO 
stated  that  the  State  of  Vermont  charged  concession  operators  a  minimum  of 
8%  of  gross  sales.  That  was  true  for  concessions  such  as  State  Parks,  but 
overlooked  the  fact  that  Vermont  has  a  separate  fee  system  for  ski  areas 
which  charges  only  5%  of  lift  ticket  sales  reduced  by  the  percent  of  lift 
footage  on  State  land.  GAO  also  failed  to  note  that  the  Vermont  leases 
generally  involve  improved  property,  much  longer  lease  terms  or  other 
inducements  to  the  lessee  as  opposed  to  the  raw  land  we  lease  from  the  Forest 
Service. 

Also  not  discussed  in  the  GAO  report  is  data  involving  rents  charged  by 
ski  areas  to  ski  shops  which  occupy  buildings  owned  by  the  ski  area. 
Typically,  a  ski  shop  pays  rent  of  7%  to  8%  of  gross  for  both  land  and 
building.  The  land  portion  of  this  lease  is  approximately  15%  to  20%  of  the 
rent,  or  1.6%  of  gross  at  the  extreme  high  end.  The  Urban  Land  Institute 
index  shows  similar  rents  for  other  types  of  business  again  for  both  land  and 
buildings.  Examples  include  -  anchor  department  stores  1%  to  3%  of  gross; 
clothing  stores  4.49%  to  6.63%  of  gross;  and  other  retail  shops  5.51%  to 
9.01%  of  gross.  Adjusted  for  land  only,  the  extreme  high  end  for  these  rent 
examples  is  1.8%  of  gross.  That  is  substantially  less  than  the  than  the  2.2% 
to  2.4%  currently  charged  by  the  Forest  Service  fee. 

Another  weakness  of  past  GAO  Reports,  and  something  that  bears  directly 
on  today's  hearing,  is  that  the  ski  industry  does  not  consider  itself  to  be 
a  comparable  to  the  average  "concessioner"  on  Federal  and  State  lands.  In 
contrast  to  most  concession  operations,  we  lease  raw  land,  not  improved  land, 
so  we  think  it  has  been  inappropriate  for  GAO  and  others  to  compare  our 
leases  to  concession  permits. .. just  as  it  would  be  unfair  to  compare  their 
rates  and  fee  schedule  to  ours. 

In  summary,  Mr.  Chairman,  we  believe  that  the  data  we  have  assembled  and 
presented  to  Congress  amply  demonstrates  that  we  are  paying  "fair  market 
value"  for  our  use  of  National  Forest  land.   We  further  believe  the  Forest 
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Service's  upcoming  study  will  confirm  this. 

Finally,  although  we  think  we  are  paying  our  fair  share,  we  agree  with 
you  that  the  current  Graduated  Rate  Fee  System  is  too  complex  and  difficult 
to  administer.  For  that  reason,  we  commend  to  you  the  simplified  replacement 
system  which  passed  the  Senate  last  year,  or  some  similar  formula  which 
alleviates  the  burden  on  all  concerned.  In  that  regard,  we  note  that  GAO 
concurs  that  the  Senate  system  would  greatly  simplify  matters  and  that  the 
proof  is  that  the  CBO  estimated  it  would  reduce  administrative  costs  by 
$200,000  per  year.  However,  the  GAO's  analysis  of  last  year's  bill  fails  to 
consider  several  other  aspects  of  the  legislation  which  were  intended  to 
ensure  a  fair  return  to  the  Treasury,  including:  the  floor  provision  of  the 
legislation  which  prohibited  any  ski  area  from  falling  below  the  current  fee 
for  two  years  and  the  CPI  annual  adjustment  to  ensure  future  fees  increase 
with  inflation.  All  things  considered  therefore,  last  year's  bill  would  have 
ensured  a  fair  market  return. 

Finally,  we  note  that  the  new  system  we  have  proposed  contains  a 
periodic  review  of  the  fair  market  value  question  and  a  report  to  Congress 
at  least  every  ten  years  containing  recommendations  to  update  the  system  if 
it  falls  out  of  whack  in  the  future.  We  do  not  believe  any  other  user  of  the 
public  lands  has  ever  volunteered  to  have  its  fee  structure  reviewed  every 
ten  years,  and  submit  that  is  proof  that  we  are  willing  to  continue  work  with 
you  to  ensure  that  we  pay  our  fair  share. 
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APPENDIX  A 

The  Subcommittee  notice  for  this  hearing  indicates  in  part  that  the 
Subcommittee  is  reviewing  fees  paid  by  private  parties  for  the  exclusive  use 
of  public  lands.  It  is  important  when  considering  ski  area  permits  on  the 
National  Forest  System  to  understand  that  these  permittees  do  not  have 
exclusive  use  of  the  land  they  occupy.  Each  ski  area  permit  contains  a 
clause  which  provides  that  the  permit  is  not  exclusive.  The  Forest  Service 
reserves  the  right  to  use  or  permit  others  to  use  any  part  of  the  permitted 
area  for  any  purpose.  In  fact,  lands  under  permit  for  ski  operations  are 
regularly  used  for  sightseeing,  hunting,  fishing,  hiking,  and  other 
recreation  as  well  as  live  stock  grazing,  mining  and  timbering  during  the 
period  the  ski  area  is  not  in  operation.  I  do  not  mean  to  imply  that  the 
ski  industry  finds  this  to  necessarily  be  a  problem.  However,  in  reviewing 
ski  area  use  of  these  lands,  it  is  important  to  understand  that  our  use  is 
not  exclusive. 

The  ski  industry  has  under  permit  approximately  90,000  acres  of  the  191 
million  acres  of  the  National  Forest  System.  Ski  areas  assume  all  the 
business  risk  and  furnish  most  of  the  agents  of  production  to  include  labor, 
capital,  management,  and  land.  The  Federal  government  only  provides  raw 
land.  The  fee  paid  on  these  permits  is  associated  with  the  use  of  the 
unimproved  land  portion  of  the  ski  area  under  permit.  Most  ski  areas  with 
Forest  Service  permits  operate  on  a  combination  of  both  private  and  forest 
land.  The  ski  area  is  responsible  for  providing  all  resources  required  for 
the  ski  operation.  These  include  such  items  as  lifts,  buildings,  machinery, 
utilities,  water  rights,  roads,  and  land  clearing. 

Today,  all  but  approximately  3  0  ski  areas  are  operating  with  the  two 
permit  system  historically  used  by  the  Forest  Service  for  ski  areas.  The 
vast  majority  of  ski  areas  have  up  to  eighty  acres  under  permit  for  not  more 
than  thirty  years.  This  permit  addresses  all  improvements  on  the  forest  such 
as  lifts  and  buildings.  This  30  year  permit  is  issued  in  conjunction  with 
an  annual  permit  for  the  ski  runs.  The  ski  industry  has  difficulty  financing 
operations  with  this  system.  The  Congress  passed  the  National  Ski  Area 
Permit  Act  of  1986,  which  provided  authority  for  the  Forest  Service  to  issue 
a  single  permit  for  up  to  forty  years  to  ski  areas.  To  date  the  Forest 
Service  has  only  issued  approximately  3  0  of  these  new  permits. 

The  ski  industry  supported  the  1986  act  which  authorized  the  new  permit 
system  and  also  supported  the  language  in  the  legislation  requiring  a  fair 
market  fee  for  permits  issued  under  this  authority. 

It  is  also  important  to  understand  the  view  of  the  Forest  Service  with 
regard  to  ski  area  permits.  Testimony  before  this  Subcommittee,  by  the 
Forest  Service,  states  that  these  ski  permits  are  "both  revocable  and 
terminable"  and  "may  be  defined  as  a  license"  as  set  apart  from  a  "lease  or 
contract."  The  Forest  Service  states  in  Federal  court  that  a  ski  permit  is 
terminable  at  will  by  them.  When  comparisons  are  made  between  this  permit 
and  other  more  conventional  commercial  relationships  some  attention  must  be 
paid  to  the  important  differences. 
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The  ski  area  permit  provides  broad  authority  to  the  Forest  Service  to 
approve  or  disapprove  of  virtually  anything  the  ski  area  does.  A  Forest 
Service  response  to  the  1988  GAO  report  stated  that,  "Restrictions  in  the 
special  use  permit  include  numerous  constraints  for  environmental  protection, 
development  and  expansion,  and  management  control.  The  1984  Report  of 
Property  Review  Board  cited  by  GAO  in  its  report  states  that  ski  operators 
have  added  expense  due  to  unnecessary  Forest  Service  involvement  in 
operational  management  of  the  ski  area.  Every  aspect  of  the  construction  and 
operation  of  the  ski  area  must  be  approved  by  the  Forest  Service. 

There  are  significant  non  fee  costs  associated  with  ski  permits.  Ski 
permittees  are  required  to  pay  administrative  costs  of  the  Forest  Service. 
In  addition,  ski  areas  pay  the  Forest  Service  for  all  trees  removed  from  the 
site  and  they  pay  for  all  costs  associated  with  National  Environmental  Policy 
Act  documentation  to  include  Forest  Service  employee  time  and  overhead. 
(These  costs  can  range  from  thousands  to  millions  of  dollars  per  project) . 
The  Forest  Service  appeals  process  also  creates  significant  extra  costs  in 
both  time  and  out  of  pocket  expenses.  Further,  ski  areas  by  Forest  Service 
estimates  have  invested  over  one  billion  dollars  in  gross  fixed  assets  on 
forest  land.  Significant  additional  investment  has  been  made  on  forest  land 
to  mitigate  environmental  impacts  or  to  enhance  the  environment. 

Almost  all  ski  permits  utilize  the  Graduated  Rate  Fee  System  for  fee 
payment  to  the  Forest  Service.  The  ski  industry  did  not  support  the 
application  of  this  system  to  ski  areas  when  it  was  implemented  in  1971 
because  we  would  have  preferred  a  simple  percentage  of  gross  approach.  Over 
the  years  the  industry  has  encountered  significant  problems  with  GRFS.  We 
do  not  find  the  system  complex  on  its  face,  but  in  practice  it  becomes 
complex  when  it  is  constantly  changed  or  reinterpreted,  sometimes 
retroactively.  In  addition,  the  direction  to  the  field  by  the  Washington 
specialists  is  often  confusing.  I  have  personally  asked  to  receive  changes 
as  they  occur  so  that  the  ski  industry  can  understand  them. 
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APPENDIX  B 

RESPONSE  TO  GAO  REPORTS 

The  April  16,  1993,  GAO  report  concludes  that  the  Graduated  Rate  Fee 
System  does  not  "ensure"  fair  market  value  is  paid  by  ski  areas  on  National 
Forest  land.  In  so  doing,  the  April  16th  report  incorporates,  by  reference, 
several  previous  reports  which  GAO  alleges  concluded  that  the  permit  fee  for 
ski  areas  were  lower  than  fair  market  value.  These  reports  need  to  be 
discussed  in  order  to  critique  the  GAO's  position. 

GRFS  was  first  recommended  for  ski  area  use  as  a  result  of  a  1971  report 
by  the  Forest  Service.  The  ski  industry  was  opposed  to  applying  GRFS  to  ski 
areas,  urging  instead  that  a  simple  percent  of  gross  approach  be  utilized. 
However,  our  suggestions  were  rejected.  In  the  late  1970 's,  after  several 
years  of  experience  under  GRFS,  the  ski  industry  urged  the  Forest  Service  to 
simplify  the  system.  Instead,  in  1979  the  Forest  Service  staff  proposed 
implementing  an  even  more  complex  system  which  the  industry  resisted. 

Although  the  GAO  concludes  in  its  most  recent  reports  that  the  1979 
Forest  Service  staff  proposal  would  have  improved  the  system  and  increased 
fee  collections,  it  was  actually  GAO  itself  that  found  the  staff  proposal 
deficient.  More  precisely,  in  1982,  the  GAO  reviewed  the  Forest  Service 
staff  recommendations  and  found  that: 

"...Service  headquarters  staff  proposed  a  new  method  of  computing  fees. 
We  evaluated  the  new  method  suggested  for  ski  areas  and,  as  discussed  below, 
found  an  indicated  flaw  which  we  believe  could  result  in  inequitable  fees 
among  ski  area  permittees." 

The  GAO  went  on  to  recommend  that  the  Chief  not  implement  the  system 
the  Forest  Service  staff  proposed. 

GAO  also  relies  on  the  1982  Grace  Commission  report  and  a  February  1984 
report  of  the  Property  Review  Board  as  evidence  that  ski  fees  are  too  low. 

The  Grace  Commission  report  amounted  to  a  very  short  statement,  with  no 
backup  data  or  reasoning,  indicating  that  "fees  charged  service  ski  resorts 
seemed  (emphasis  added)  small."  Given  the  lack  of  any  available  backup  data 
or  reasoning,  we  are  unable  to  respond  to  the  Grace  Commission's  feelings, 
other  than  to  state  we  are  doubtful  that  they  were  based  on  any  factual 
information. 

The  1984  Property  Review  Board  (PRE)  report  took  the  complexity  of  GRFS 
to  task  and  found  that  ski  area  fees  because  1)  PRB  determined  that  ski  areas 
were  in  the  "upper  ranks  of  all  businesses"  when  measured  in  terms  of  profit 
margins,  and  2)  that  the  cost  of  "renting  Forest  Service  land  is  much  less 
than  renting  private  land."   Neither  of  these  findings  is  correct. 

First,  industry  wide  net  profit  margins  in  1984  were  estimated  by  the 
Forest  Service  to  be  only  4.9%.  This  is  an  extremely  low  number  when 
compared  to  other  businesses.  Similar  research  conducted  over  the  past  six 
years  by  the  University  of  Colorado's  Business  Research  Division  shows  net 
margins  to  vary  from  two  tenths  on  one  percent  in  1991  to  4.4%  in  1989. 
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Second,  as  previously  mentioned,  the  Sno-Engineering  data  proves  that 
most  private.  State  and  Canadian  ski  area  lease  rates  are  lower  than  the  GRFS 
rates. 

The  1988  GAO  report  also  inferred  that  Federal  ski  area  fees  were  low 
because  a  comparative  analysis  showed  that  rates  of  return  on  investment  for 
national  forest  ski  areas  were  higher  than  for  areas  located  on  non-national 
forest  land.  According  to  GAO's  analysis,  non-forest  ski  areas  had  a  lower 
rate  of  return  on  investment  for  eight  of  eleven  years  sampled. 

The  ski  industry  feels  this  analysis  is  flawed  because  those  ski  areas 
that  own  their  own  land  have  a  higher  capital  investment  than  those  that  rent 
land  from  the  Forest  Service,  thereby  statistically  skewing  any  comparison 
of  rates  of  return  on  investment.  Stated  simply,  if  an  area  leases  land,  it 
has  a  relatively  smaller  capitalized  cost  (investment)  than  an  area  which 
buys  land,  and  should,  therefore,  almost  automatically  have  a  more  favorable 
return  on  investment.  Bear  in  mind,  that  GAO  did  not  conclude  that  the 
Forest  Service  ski  areas  were  more  profitable,  merely  that  they  tended  to 
have  a  better  rate  of  return  on  investment. 

Past  GAO  reports  also  attempted  to  compare  rents  paid  by  non-Forest 
Service  ski  areas  in  North  America,  again  to  demonstrate  that  Forest  Service 
fees  were  low.  However,  as  I  mentioned  in  my  oral  testimony,  much  of  GAO's 
information  on  private.  State  and  Canadian  lease  rates  was  misleading,  out 
of  date,  or  incorrect.  For  example,  GAO  reported  in  1988  that  Canada 
requires  ski  areas  on  Crown  land  to  pay  5.2%  to  6.4%  of  gross  sales.  In 
fact,  Canada  currently  requires  these  areas  to  pay  only  2%  of  gross  revenues. 

Vermont,  with  its  60-90  year  lease  to  ski  areas,  according  to  GAO, 
requires  ski  areas  to  pay  a  minimum  of  8%  of  gross  sales.  In  fact,  Vermont 
requires  5%  of  lift  ticket  sales  reduced  by  the  percentage  of  lift  footage 
on  State  land.  Ski  school  revenues  are  excluded  and  other  retial  in  State 
land  is  assessed  2.5%  unless  occupying  a  State  owned  building  where  3%  is 
used.  But  the  major  flaw  of  past  GAO  reports  is  that  they  tended  to  compare 
State  park  and  other  "concession"  operations  with  ski  areas.  Such 
comparisons  are  largely  meaningless  because  concession  operations  involve 
improved  land,  whereas  Forest  Service  rent  is  paid  for  raw  land. 

A  comprehensive  documented  study  of  comparable  land  rent  for  ski  areas 
was  given  to  the  Subcommittee  last  year.  This  study  done  by  Sno-Engineering, 
demonstrates  that  the  Forest  Service  fee  is  on  the  high  and,  not  the  low  end, 
of  comparable  ski  area  land  rents. 

The  Sno-Engineering  study  also  shows  the  comparable  cost  of  lands 
purchased  or  appraised  at  ski  areas  both  on  and  off  the  forest.  The  report 
concludes  that  only  around  $1,575  per  acre,  or  almost  2  1/2  times  the  most 
recent  Forest  Service  appraised  value  of  land  proposed  for  ski  area  use  would 
the  carrying  dost  for  90,000  acres  be  equivalent  to  the  current  fees 
collected  under  the  graduated  fee  system  or  the  proposed  legislation  of  last 
year. 

Ski  areas  also  rent  space  to  retail  stores  at  the  base  of  their 
facility.   Typically  for  ski  shops  of  a  rent  of  7  to  8%  of  gross  is  utilized 
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for  both  land  and  building.  The  land  portion  of  this  lease  is  approximately 
15%  to  20%  of  the  rent  or  1.6%  of  gross  at  the  extreme  high  end.  The  Urban 
Land  Institute  index  shows  similar  rents  for  the  following: 

Anchor  Department  store       1  to  3%  of  gross 

Clothing  stores  4.49%  to  6.63%  of  gross 

Other  retail  shops  5.5%  to  9.01%  of  gross 

(for  building  and  land  -  20%  of  rate  can  be  attributed  to  land) 

GAO  has  built  its  finding  that  the  current  Federal  system  does  not 
"ensure"  fair  market  fees  primarily  on  historical  studies  which  have 
fundamental  problems  as  have  been  discussed.  They  make  no  clear 
recommendation  as  to  what  fair  market  value  is  or  how  to  obtain  it. 

The  April  1983  GAO  report  also  reviews  legislation  supported  last  year 
by  the  ski  industry  which  would  have  created  a  new  fee  system.  Members  of 
the  ski  industry  have  met  with  the  Forest  Service  over  the  past  three  to  five 
years  to  express  the  industries  concerns  about  the  graduated  rate  fee  system. 
Ski  areas  are  concerned  about  public  criticism  of  our  fees  from  this 
Subcommittee  and  GAO  and  conflicts  with  the  Forest  Service,  resulting  from 
new  interpretations  of  various  provisions  of  the  existing  system.  The 
industry  felt  little  was  being  done  constructively  to  solve  this  problem. 
Therefore,  the  ski  industry  supported  a  bill  to  simplify  the  fee  system. 
The  legislation  was  based  on  data  collected  by  the  industry  which  was 
provided  to  the  Forest  Service  and  the  Arthur  Anderson  Accounting  firm. 

As  GAO  reports,  this  system,  as  passed  by  the  Senate,  accepted  the  gross 
fee  amount  paid  by  ski  areas  as  fair  market  value. a  The  Forest  Service  has 
always  stated  that  to  be  the  case.  Fees  could  not  be  lowered  by  legislation 
because  of  the  pay-as-you-go  procedures  of  the  Budget  Enforcement  Act  of 
1990.  The  legislation  was  designed  to  be  revenue  neutral  and  simple  for 
everyone  to  understand.  The  Forest  Service  endorsed  the  legislation  and  it 
was  introduced  in  both  the  House  and  Senate  without  any  knowledge  that  the 
Forest  Service  was  about  to  award  a  contract  to  do  a  fair  market  study. 

The  GAO  report  is  incorrect  concerning  the  effect  of  the  ski  legislation 
in  several  ways.  The  data  used  to  show  most  of  these  small  areas  as 
increasing  under  the  legislation  appears  to  be  1989  data  rather  than  1991 
data.  The  legislation  was  based  on  1991  data.  The  GAO  report  ignores  the 
floor  provision  of  the  legislation  which  does  not  permit  permittees  to  go 
down  in  fee  as  compared  to  the  graduated  rate  fee  system.  The  report  makes 
no  mention  of  the  Consumer  Price  Index  annual  adjustment  of  the  brackets. 
Finally,  the  report  does  not  show  that  the  Forest  Service  must  report  to 
Congress  in  five  years,  and  every  ten  years  thereafter,  providing  their 
assessment  of  results  and  recommendations  for  change. 
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Mr.  Synar.  Just  a  couple  comments.  We  look  forward  to  the  For- 
est Service  study.  We'll  also  note  all  your  criticisms  of  the  GAO  re- 
port. We  will  ask  GAO  to  report  in  writing  to  respond  to  those  criti- 
cisms. 

Mr.  Prendergast.  Thank  you,  Mr.  Chairman. 

Mr.  Synar.  Let  me  begin  with  you,  Mr.  Campsen,  if  I  could.  In 
1990,  in  April,  the  inspector  general  of  the  Department  of  Interior 
issued  an  audit  report  evaluating  the  effectiveness  of  the  National 
Park  Service  management  of  concession  operations.  The  inspector 
general  found,  among  other  things,  that  the  National  Park  Service 
did  not  receive  adequate  concession  fees  from  the  larger  conces- 
sioners. Are  you  familiar  with  the  contents  of  that  report? 

Mr.  Campsen.  No,  sir,  I'm  not,  but  I'm  very  familiar  with  the 
day-to-day  operations  of  the  national  park 

Mr.  Synar.  Mr.  Campsen,  are  you  on  the  board  and  have  you 
been  on  the  board  for  the  last  10  years  of  the  Association  you  rep- 
resent today,  previously  known  as  the  Conference  of  National  Park 
Concessioners? 

Mr.  Campsen.  Yes,  sir. 

Mr.  Synar.  Isn't  it  true  that  the  members  of  your  association 
sued  the  inspector  general  of  the  Department  of  Interior  to  prevent 
the  public  dissemination  of  that  information  contained  in  the  audit 
report? 

Mr.  Campsen.  No.  We  brought  an  action  against  the  Secretary  of 
the  Interior  over 

Mr.  Synar.  Over  this  report? 

Mr.  Campsen.  Over  releasing — I'm  just  trying  to  remember,  Mr. 
Chairman.  I'm  just  trying  to  recall. 

Mr.  Synar.  Let  me  provide  this,  have  the  staff  present  this.  Is 
this  not  the  court  case  that  vou  all  filed  against  the  inspector  gen- 
eral to  keep  the  report  from  being  made  public? 

Mr.  Campsen.  Mr.  Chairman,  my  recollection  is  that  we  did 
bring  an  action,  the  purpose  of  which  is  to  maintain  or  keep  con- 
fidential certain  financial  information  about 

Mr.  Synar.  Let's  get  into  that.  The  basis  of  the  suit  was  to  keep 
proprietary  information  proprietary,  correct? 

Mr.  Campsen.  I  think  so,  yes. 

Mr.  Synar.  In  your  opinion,  then,  the  OIG  report  conclusion  that 
the  Park  Service  received  $83  million  less  than  it  should  have  in 
concession  fees  from  1984  to  1988  is  proprietary  information?  Is 
that  your  opinion? 

Mr.  Campsen.  I  can't  tell  you  that's  my  opinion. 

Mr.  Synar.  All  right.  Then,  in  the  report,  the  OIG  estimated  that 
the  Park  Service  losses  on  concession  fees  would  increase  to  an  an- 
nual rate  of  $21.8  million  per  year,  $109  million  over  4  years.  Is 
that  proprietary  information? 

Mr.  Campsen.  Mr.  Chairman,  I'm  not  in  a  position  to  really  ana- 
lyze that. 

Mr.  Synar.  Your  organization  sued  the  OIG  to  not  issue  the  re- 
port because   it  had   proprietary   information.    I'm   trying   to 
through  the  report  and  find  out  whether  the  facts  contained  in  t 
report  were  indeed  proprietary.  Let's  go  on. 

In  the  report,  the  IG  concluded  that  losses  to  the  taxpayers  oc- 
curred because  regional  and  park  personnel  either  did  not  adopt 
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the  fees  recommended  by  the  Washington  office,  which  were  based 
upon  financial  analysis  performed  by  a  Washington  office,  or  sim- 
ply didn't  perform  adequate  financial  analysis  in  determining  fees. 
Do  you  agree  with  that  conclusion? 

Mr.  Campsen.  Mr.  Chairman,  I'd  have  to  study  these  issues.  I 
can't  give  you  an  honest  opinion. 

Mr.  Synar.  Mr.  Campsen,  have  you  not  been  a  board  member  of 
this  association  for  10  years? 

Mr.  Campsen.  Yes,  sir,  I  have. 

Mr.  Synar.  So  is  that  information  I  just  asked  you  about  propri- 
etary? 

Mr.  Campsen.  Mr.  Chairman,  I  simply  am  not  in  a  position  to 
give  you  an  honest  opinion  about  that  because  I'm — I  would  have 
to  refresh  my  recollection,  go  over  the  documents,  go  over  the  is- 
sues in  order  to  give  you  an  honest  opinion.  I  just  am  not  prepared 
to  do  that. 

Mr.  Synar.  Mr.  Campsen,  obviously  a  lot  of  the  questions  that 
we  wanted  to  direct  to  you  were  with  respect  to  your  association's 
suit,  and  obviously  if  you're  not  prepared  to  answer  those  ques- 
tions, we're  going  to  have  to  submit  these  questions  in  writing  for 
you  and  your  association  to  respond  to.  Would  you  all  be  willing 
to  do  that? 

Mr.  Campsen.  Yes,  sir. 

[The  information  can  be  found  in  the  appendix.! 

Mr.  Synar.  OK  Do  you  think  that,  Mr.  Campsen,  the  low  fees 
and  the  preference  right  of  renewal,  which  was  conferred  to  people 
in  the  1965  concessions  act,  are  assets  to  you  or  are  they  assets  to 
the  taxpayers? 

Mr.  Campsen.  Would  you  ask  that  question  again,  please,  sir? 

Mr.  Synar.  Preferential  right  of  renewal  of  the  contract  which 
you  had  which  was  granted  to  you  in  the  1965  concessions  act,  is 
that  an  asset  to  you  or  is  that  an  asset  to  the  taxpayer? 

Mr.  Campsen.  I  think  it's  a  positive  situation  for  the  visitors  of 
national  park  areas.  It's  a  necessary  ingredient  to  the  relationship 
between  concessioners  and  the  National  Park  Service,  and  I  think 
it's  good  for  the  public. 

Mr.  Synar.  The  IG  concluded  that  concessioners  with  significant 
debt  and  expenses,  as  you  pointed  out  with  the  boat  you've  just 
purchased,  were  able  to  resist  the  increases  after  concessions  and 
contracts  changed  hands.  For  example,  under  certain  contract 
rights,  including  low  franchise  fees  and  preferences  in  contract  re- 
newals, that  you  basically  had  an  advantage  over  everyone  else. 

Do  you  think  that  it's  fair  to  someone  who  would  want  to  com- 
pete against  you  that  they  have  to  compete  against  that  clause  in 
the  contract? 

Mr.  Campsen.  Yes,  sir,  I  do. 

Mr.  Synar.  Can  you  explain  to  the  committee  why? 

Mr.  Campsen.  All  right.  It's  like  a  right  of  tenure,  you  know.  The 
Park  Service  negotiated  with  me  way  back  to  make  investments  in 
boats,  and  we've  done  this  over  the  years.  All  that  they're  saying 
is  that  if  you  do  your  job  properly,  Mr.  Campsen,  you  and  your 
company,  to  the  satisfaction  of  the  service,  the  National  Park  Serv- 
ice, when  your  contract  expires,  vou'll  have  a  right  to  stay  on  by 
meeting  any  competing  proposal  that  is  made. 
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But  you  only  have  that  right  if  you  are  doing  your  job  properly. 
If  I'm  not  doing  my  job  properly,  they  have,  under  present  law,  suf- 
ficient authority  and  the  mechanism  in  place  to  get  rid  of  me  or 
any  other  unsatisfactory  concessioners. 

Mr.  Synar.  My  question,  Mr.  Campsen,  wasn't  to  you.  It  was:  Is 
it  fair  competition  to  someone  who  would  want  to  come  in  and  pro- 
vide the  services,  that  you  have  a  preference  in  renewal;  and  sec- 
ond, that  for  them  to  come  in,  they  have  to  buy  you  out  in  order 
to  get  into  the  business?  Is  that  fair  to  the  competitor? 

Mr.  Campsen.  Mr.  Chairman,  I  think  it  is.  I  think  it  is.  Let  me 
say  this,  when  you  say  fair  to  the  competitor,  you  must  also  say 
is  it  fair  to  the  government,  to  the  concessioners.  Now  what  am  I 
going  to  do  with  $1.4  million  boat  that  I  had  specifically  designed 
and  built,  tailor-made  to  dock  at  Fort  Sumter,  you  know,  under  ap- 
proval of  the  National  Park  Service? 

What  am  I  going  to  do  with  that  vessel  if  some  successor  to  me 
has  a  right  to  have  an  obligation  to  either  buy  it,  or  that  the  gov- 
ernment buy  it,  or  something?  How  would  you  motivate  me,  if  you 
assume  I'm  a  prudent  person — I  don't  know  whether  I  am  or  not, 
but  if  you  assume  that  I  am — to  buy  such  a  vessel  under  those 
kinds  of  conditions? 

Mr.  Synar.  Mr.  Campsen,  the  inspector  general  concluded  that 
another  reason  for  loss  of  concessions  fees  was  that  the  Park  Serv- 
ice does  not  always  obtain  appraisals  for  fair  market  and  fair  rent- 
al value  for  our  government-owned  facilities  which  you  all  use.  Do 
you  think  those  appraisals  are  worthwhile? 

Mr.  Campsen.  I  think  any  time  you  have  to  establish  a  fair  mar- 
ket value  of  something  which  requires  special  expertise,  certainly 
you  need  to  have  an  appraisal  made,  or  have  an  agreement  be- 
tween the  parties  as  to  what  the  fair  market  value  is.  That's  a  de- 
termination that  has  to  be  made  on  some  appraisal  basis. 

Mr.  Synar.  So  the  inspector  general  found  in  that  report,  Mr. 
Campsen,  that  the  Park  Service  lost  $1.4  million  annually  on  just 
six  contracts  where  either  appraisals  or  the  calculated  value  of  the 
fair  market  rental  value  were  not  obtained.  Does  the  Association 
dispute  that  conclusion? 

Mr.  Campsen.  Sir,  I'd  have  to  really  evaluate  that  more  than  just 
answering  that  question. 

Mr.  Synar.  Mr.  Campsen,  do  you  think  that  the  current  building 
fees,  use  fees,  are  fair? 

Mr.  Campsen.  Mr.  Chairman,  I  don't  know.  I'm  satisfied  in  some 
instances.  They  probably  are  not  fair. 

Mr.  Synar.  Do  you  think  that  information  with  respect  to  those 
fees  is  proprietary  information? 

Mr.  Campsen.  Doesn't  sound  like  it  to  me,  no,  sir. 

Mr.  Synar.  The  point  I'm  trying  to  make  here,  and  we'll  obvi- 
ously respond  to  this  in  writing,  is  that  you  all  sued  to  keep  this 
report  fi-om  being  made  public  on  the  basis  that  it  had  proprietary 
information.  I  could  literally  go  through  a  litany  of  questions  on 
whether  or  not  the  information  contained  in  the  report  is  propri- 
etary. 

We're  going  to  ask  you  to  give  us  a  specific  answer  to  each  one 
of  those  because  if  it's  not  proprietary,  then  we  want  to  know  why 
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the  Association  sued  the  office  of  inspector  general  to  keep  that  in- 
formation from  becoming  public. 

Can  you  tell  me  how  we  can  make  informed  judgments,  Mr. 
Campsen,  if  we  don't  have  the  basic  financial  information  available 
to  us  as  members  of  Congress  to  make  these  decisions? 

Mr.  Campsen.  Well,  Mr.  Chairman,  let  me  say  this.  I  certainly 
am  not  aware  that  any  member — that  our  conference,  or  certainly 
not  my  company,  is  withholding  any  financial  information  from 
Members  of  Congress  or  from  the  National  Park  Service.  We  give — 
every  year  we  file  an  audited  report  of  all  of  our  income,  all  of  our 
expenses,  all  of  our  disbursements. 

Mr.  Synar.  Mr.  Campsen,  the  issue  is  not  what  Congress  can 
get.  We  can  get  anything,  either  through  subpoena  or  any  other 
method.  The  question  is:  What  information  should  be  made  public? 
You  all  have  shown  a  propensity  to  try  to  keep  any  information 
from  becoming  public. 

Let  me  move  on,  if  I  could.  In  1965,  the  National  Park  Conces- 
sions Policy  Act,  Mr.  Campsen,  created  a  set  of  incentives  for  con- 
cessioners, including  low-franchise  fees,  renewal  preference  for  sat- 
isfactory performance,  the  rights  to  acquire,  hold,  and  transfer 
possessory  interest  in  structures,  fixtures,  and  improvements  upon 
land  owned  by  the  United  States  within  areas  administered  by  the 
National  Park  Service.  Now  you  agree  that's  what  the  1965  act  did, 
correct? 

Mr.  Campsen.  No,  sir,  not  completely.  I  don't  agree  that  that  act 
created  low  franchise  fees  for  concessioners.  The  act  simply  stated 
that  franchise  fees  would  be  determined  upon 

Mr.  Synar.  Would  you  agree  that  the  Forest  Service  has  a  lot  of 
discretion  in  determining  what  that  fair  market  value  is? 

Mr.  Campsen.  The  value  is  supposed  to  be  based  upon  the  prob- 
able value  of  the  contract  rights  to  the  concessioner,  whatever 
those  rights  are,  based  upon  the  rights  granted  by  each  particular 
contract. 

Mr.  Synar.  So  it  does  give  the  Park  Service  immense  discretion? 

Mr.  Campsen.  Yes,  sir. 

Mr.  Synar.  Now,  under  that  1965  act,  the  national  parks  have 
a  right  to  be  compensated  for  any  facilities  or  improvements  they 
construct  on  Federal  lands.  Now  that  right  to  obtain,  or  to  hold,  or 
to  transfer  those  so-called  possessory  interests  is  unique  to  the  na- 
tional parks,  is  it  not? 

Mr.  Campsen.  I  think  it  is. 

Mr.  Synar.  Former  Secretary  of  Interior  Manuel  Lujan  proposed 
that  the  Department  standardize  the  contracts  and  wanted  to  ac- 
quire a  buy-back  of  those  possessory  interests.  Does  your  associa- 
tion support  that  decision? 

Mr.  Campsen.  When  you  say  buy  back,  that  depends  on  the  nego- 
tiators case-by-case  basis. 

Mr.  Synar.  Your  association  sued  to  enjoin  those  regulations  and 
new  standard  contracts? 

Mr.  Campsen.  Yes,  sir. 

Mr.  Synar.  So  you  support  the  old  system  without  amendment, 
correct? 

Mr.  Campsen.  We  support — we  do  not  support  the  new  regula- 
tions that  have  been  implemented. 
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Mr.  Synar,  The  1965  National  Park  Concessions  Policy  Act  also 
grants  a  preferential  right  of  contract  renewal  to  existing  park 
service  concessioners  who  perform  satisfactorily  during  their  con- 
tract tenure. 

Mr.  Campsen.  Yes,  sir. 

Mr.  Synar.  Similarly,  the  Interior's  Bureau  of  Land  Management 
and  Bureau  of  Reclamation  grant  preferential  right.  Now  the  For- 
est Service  and  the  U.S.  Fish  and  Wildlife  Service,  on  the  other 
hand,  do  not  grant  preferential  right  at  all.  Do  you  think  that  the 
preferential  right  of  renewal  is  important,  Mr.  Campsen? 

Mr.  Campsen.  I  do.  Yes,  sir. 

Mr.  Synar.  Mr.  Campsen,  exclusive  concession  contracts  such  as 
the  one  you  have  with  private  companies,  historically  have  been 
aimed  at  encouraging  people  to  go  to  remote  areas  in  the  western 
parks  way  back  in  the  early  1900  s. 

Today,  I  think  you  would  agree  that  our  national  parks  are 
threatened  by  the  tremendous  crowds  and  the  fact  that  we've  had 
stagnant  budgets.  Would  you  not  agree  with  that  conclusion? 

Mr.  Campsen.  No,  sir,  I  wouldn't.  As  a  general  proposition,  I 
would  not.  I  think  that,  you  know,  it  depends  on  the  park.  It  de- 
pends on  the  season,  it  depends  on  a  lot  of  factors  that  I  don't  think 
you  can  apply  just  a  general  statement  to.  I  admit  that  some- 
times— of  course,  some  national  parks,  I  assume,  have  too  many 
people  in  it  at  a  given  time. 

Mr.  Synar.  Do  you  agree  with  the  fact  that  we  have  an  esti- 
mated $4  billion  in  deferred  health  and  safetv-related  facility  main- 
tenance needs,  and  that  we  need  to  do  something  about  it? 

Mr.  Campsen.  Mr.  Synar,  I'm  just  not  privy  to  that  kind  of  infor- 
mation. I  can  read  your  reports,  and  if  your  reports  are  true,  that 
statement  would  be  accurate.  But  I  have  no  individual  means  of 
telling  you — giving  you  an  honest  opinion  as  to  whether  or  not  that 
is  accurate  or  not. 

Mr.  Synar.  I  think  it  makes  sense,  Mr.  Campsen,  for  private  con- 
cessioners and  not  the  Federal  Government  to  offer  amenities  and 
conveniences.  That's  one  thing  we  will  agree  to.  But  many  of  the 
pricing  decisions  and  fee  determinations  for  concessions  haven't 
been  reviewed  for  years.  That's  why  I  think  the  GAO  and  the  in- 
spector general  reports  keep  concluding  that  concession  fees  are 
unfair  to  the  taxpayers. 

Do  you  agree  with  that  statement,  that  because  of  the  failure  to 
review  them  in  literally  tens  of  years,  that  we've  not  really  updated 
them? 

Mr.  Campsen.  Mr.  Chairman,  it's  been  my  experience  as  a  con- 
cessioner, that  those  fees  are  reviewed,  you  know,  every  time  your 
contract  comes  up  for  renewal,  that  they're  discussed  and  gone 
into. 

Mr.  Synar.  Some  of  those  contracts  are  20  or  30  years  long,  are 
they  not,  Mr,  Campsen? 

Mr.  Campsen.  Yes,  sir. 

Mr.  Synar.  How  long  is  yours? 

Mr.  Campsen.  My  present  contract  was  a  15-year  contract. 

Mr.  Synar.  Fifteen  year  contract.  Mr.  Campsen,  it's  no  secret 
that  some  concessioners  spend  more  money  advertising  their  serv- 
ices at  a  particular  park  than  they  return  to  the  taxpayers  in  fran- 
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chise  fees  or  building-use  fees.  For  example,  some  contracts  only  re- 
turn 80  cents  of  every  $1,000.  As  a  taxpayer,  do  you  think  that's 
low? 

Mr.  Campsen.  I'm  sorry,  sir.  Give  me  the  question  again. 

Mr.  Synar.  Let  me  give  you  an  example  here.  The  Yosemite  con- 
cessioner was  paying  $636,000  in  fees  on  gross  revenues  of  $82.7 
million  in  1989.  The  Park  Service's  January  25,  1990,  report  of  the 
financial  statistics  says  that  Sequoia-Kin^s  Canyon  concessioner 
was  paying  $75,000  on  more  than  $9.5  million  in  1988. 

So,  does  that  tell  you  that  the  advertising  dollars  are  greater 
than  even  what  we're  getting  back  as  taxpayers? 

Mr.  Campsen.  It  sounds  like  in  that  circumstance  that  would  be 
the  case.  But,  I  mean,  I  don't  know  that  that's  generally  the  case 
throughout  the  system.  I  don't  know,  sir. 

Mr.  Synar.  Mr.  Campsen,  as  you  know,  cash  fees  are  not  the 
only  form  of  compensation  paid  by  some  concessioners  or  permit- 
tees. Any  debate  about  fairness  and  adequacy  of  rates  of  return 
also  must  include  the  nonfee  compensation. 

Nonfee  compensation  includes  direct  concessioner  payments  for 
maintenance  and  improvement  of  government-owned  facilities  or 
lands.  This  nonfee  compensation  generally  stays  within  the  park 
unit.  Therefore,  it  benefits  only  the  park  unit  in  question.  Whereas, 
the  monetary  compensation  through  franchise  fees  and  other  park 
payments  is  returned  to  the  Treasury.  Consequently,  many  local 
park  service  officials  prefer  these  nonfee  compensations  and  have 
shifted  the  emphasis  in  their  concessions  to  those  kinds  of  con- 
tracts. You  would  agree  with  that  conclusion,  would  you  not? 

Mr.  Campsen.  That  would  coincide  with  human  nature,  and  I 
would  think  that  would  probably  be  correct.  We  don't  have  that  sit- 
uation at  Fort  Sumter  National  Monument,  so  I  don't  really — I 
can't  speak  to  those  other  parks  or  other  areas. 

Mr.  Synar.  Now,  as  is  the  case  in  other  aspects  of  concessions 
management  such  as  the  accurate  inventory  of  concessions,  the 
Park  Service  isn't  adequately  managing  the  recordings,  as  you 
heard  from  GAO,  of  these  nonfee  compensations  for  concessioners. 

For  example,  the  GAO  reports  that  the  Park  Service  has  no  guid- 
ance on  how  to  value  these  different  types  of  nonfee  compensations. 
Do  you  agree  with  that  conclusion? 

Mr.  Campsen.  Again,  Mr.  Chairman,  I  really  don't  know.  You 
know,  I  can't  tell  you  honestly  whether  I  agree  with  that  or  don't 
agree  with  it.  I  agree  with  this.  I  agree  that  there  should  be  some 
method  of  measuring  what  benefit  the  government  receives  from 
concessions,  nonfee  concession  operations  such  as  maintenance  and 
so  forth.  There  ought  to  be  bookkeeping  records  of  those. 

Mr.  Synar.  Mr.  Campsen,  I  note  in  your  appendix  to  your  testi- 
mony you  site  figures  of  $34  million  for  improved  additions  by  con- 
cessioners for  1989;  $27.3  million  for  1991.  But  the  figures  are  only 
estimates  in  each  case  cited.  This  is  1993.  If  these  nonfee  improve- 
ments are  adequately  tracked,  why  do  we  still  have  only  estimates 
for  those  amounts  of  nonfee  compensations  from  2  to  4  years  ago? 

Mr.  Campsen.  Mr.  Chairman,  let  me  say  this.  The  only  thing  I 
know  about  these  figures,  they  were  furnished  by  the  National 
Park  Service.  They  are  official  National  Park  Service  figures. 

Mr.  Synar.  But  they're  estimates,  are  they  not? 
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Mr.  Campsen.  Vm  satisfied  they're — you  know,  I  don't  know. 
They  are  published  by  the  National  Park  Service  as  being  accurate. 
Now  whether  or  not  they're  accurate,  you'd  have  to  question  some- 
body at  the  National  Park  Service.  But  based  upon  those 
figures 

Mr.  Synar.  We  intend  to.  Did  you  not  do  the  chart  in  your  testi- 
mony there?  Is  that  not  yours? 

Mr.  Campsen.  No,  sir.  This  is  the  National  Park  Service  pro- 
duced figures. 

Mr.  Synar.  Are  you  sure  about  that? 

Mr.  Campsen.  Yes,  sir. 

Mr.  Synar.  Did  you  prepare  this  or  did  you  just  take  this 
fi'om 

Mr.  Campsen.  The  National  Park  Service  prepared  these  figures. 

Mr.  Synar.  Are  you  telling  me  the  Park  Service  prepared  your 
testimony? 

Mr.  Campsen.  No,  sir,  no.  I'm  not  telling  you  that  at  all.  What 
I'm  saying  is  these  figures  were  compiled 

Mr.  Synar.  Did  they  prepare  your  annual  fi*anchise  fee  number? 

Mr.  Campsen.  No,  sir. 

Mr.  Synar.  Did  they  prepare  the  annual  taxes  number? 

Mr.  Campsen.  What  numbers  are  you  talking  about  now? 

Mr.  Synar.  The  ones  here  returned  to  the  government  in  your 
appendix  A, 

Mr.  Campsen.  Right. 

Mr.  Synar.  Did  they  prepare  the  annual  taxes  number? 

Mr.  Campsen.  That  number — the  source  of  these  figures,  all  of 
these  figures,  sir,  is  the  National  Park  Service. 

Mr,  Synar.  OK.  On  that  appendix  A,  the  annual  return  to  parks 
or  government,  down  there  at  the  very  bottom,  is  that  a  Park  Serv- 
ice number,  too? 

Mr.  Campsen.  As  I  stated,  sir,  all  of  these  numbers,  the  source 
of  all  of  these  numbers,  is  the  National  Park  Service.  According  to 
them,  concessioners  paid  13  percent  of  their  gross  income  to  the 
Federal  Government. 

Mr.  Synar,  Let's  look  at  the  numbers  on  that  appendix,  I  notice 
that  in  1989  and  1991  you  included  $15.3  milHon  and  $10.2  million 
respectively  in  taxes  paid  by  concessioners.  Now,  virtually  every 
forprofit  company  pays  taxes,  Mr,  Campsen.  Why  on  earth  should 
the  taxes  you  pay  be  counted  as  part  of  a  concessioners'  rate  of  re- 
turn of  the  taxpayers? 

Mr.  Campsen.  Well,  all  I  can  say,  Mr.  Chairman,  is  it's  money 
paid  to  the  Federal  Government. 

Mr.  Synar.  Does  the  Interior  Department  count  your  taxes  paid 
as  part  of  your  rate  of  return  when  they  sit  down  and  negotiate 
your  compensation  package? 

Mr.  Campsen.  You'd  have  to  ask  the  National  Park  Service  that, 
Mr.  Chairman. 

Mr,  Synar.  Did  they  do  it  on  yours? 

Mr.  Campsen.  I  don't  know,  sir. 

Mr.  Synar.  Don't  you  negotiate  with  them? 

Mr.  Campsen.  I  negotiate  with  them,  Mr.  Chairman 
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Mr.  Synar.  In  your  particular  case  at  Fort  Sumter,  are  the  taxes 
that  you  pay  included  in  your  rate  of  return  in  the  negotiated  com- 
pensation package? 

Mr.  Campsen.  Mr.  Chairman,  I  don't  know,  to  be  honest  with 
you.  The  National  Park — no,  I  don't.  Why  should  I  know  that,  sir? 
The  National  Park  Service — I  submit  to  the  National  Park  Service 
every  year  an  audited  financial  report  showing  everything  that 
happens  financially  in  my  company.  Now,  what  they  do  with  that, 
I  don't  know. 

Mr.  Synar.  What  about  the  rate  add-ons  for  1989?  You've  got 
$1.9  million  for  Glen  Canyon  and  $1  million  for  Yosemite, 

Mr.  Campsen.  Yes,  sir. 

Mr.  Synar.  Now,  those  are  three  specific  contracts,  correct,  so 
that  the  additional  $2.9  million  and  $5.9  million  bring  the  overall 
rates  return  up,  but  the  rest  can  be  quite  low;  is  that  correct? 

Mr.  Campsen.  Again,  these  figures,  the  source  of  these  figures 
comes  from  the  National  Park  Service,  Mr.  Chairman.  I'm  not  try- 
ing to  avoid  any  questions.  I  just  suggest  to  you  that  you  mignt 
want  to  question  the  National  Park  Service  on  these  items. 

Mr.  Synar.  Now  Glen  Canyon,  which  is  mentioned  there,  isn't 
that  the  site  where  the  concessioner  was  cited  for  dumping  used 
batteries  into  Lake  Powell  and  possibly  violating  the  State  law? 

Mr.  Campsen.  I  don't  know,  sir. 

Mr.  Synar.  Congress  has  taken  some  initial  steps  toward  in- 
creasing user  recreation  fees,  including  entrance  fees  at  the  na- 
tional parks.  We  may  institute  a  user  fee  for  some  Forest  Service 
recreation  areas  sucn  as  campgrounds  and  other  developed  recre- 
ation sites. 

In  addition.  President  Clinton's  budget  directs  more  funds  to  re- 
sources £ind  facilities  by  funding  restoration  of  the  recreation, 
health  and  safety  infrastructure.  Clearly,  the  agency's  priorities  are 
being  refocused,  as  suggested  by  GAO.  But  even  when  these  inter- 
est fees,  Mr.  Campsen,  are  raised  and  the  necessary  improvements 
are  made,  these  agencies  will  still  face  a  shortfall  in  funding. 

Now,  given  those  conditions,  isn't  it  reasonable,  Mr.  Campsen,  to 
ask  you  all,  the  concessioners — who  make  profits  off  these  lands — 
to  pay  more? 

Mr.  Campsen.  Mr.  Chairman,  that  depends  on  each  individual 
circumstance.  Now  let  me  say  this.  We  make  profits  on  carrying 
people  to  Fort  Sumter  normally,  but  we  don't  make  profits  all  the 
time.  We've  lost  money.  Back  when  Hurricane  Hugo  came  through 
Charleston,  SC,  it  devastated  our  area.  Fort  Sumter  National 
Monument  was  closed  for  37  days.  The  tourist  business  in  that  part 
of  the  world  was  just  completely  eliminated.  We  lost  substantial 
dollars  for  at  least  2  years. 

At  the  same  time,  we  continued  to  pay  franchise  fees  to  the  Fed- 
eral Grovernment  on  our  gross  income,  even  though  we  lost  consid- 
erable dollars.  So  I  cant  agree  that  park  concessioners  always 
make  money.  We  just  really  don't. 

Mr.  Synar.  Thank  you,  Mr.  Campsen.  We  will  keep  the  record 
open  for  those  written  questions. 

Mr.  Prendergast,  let  me  go  to  you.  In  a  recent  GAO  report  for 
the  subcommittee,  the  GAO  concluded  that  the  current  fee  system 
for  ski  areas  that  are  operated  on  our  public  lands  does  not  insure 
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that  we  receive  the  fair  market  value.  Let's  start  with  the  basics. 
Doesn't  the  law  require  that  the  Forest  Service  collect  fair  market 
value  for  ski  areas  from  the  operators  and  permitees? 

Mr.  Prendergast.  It  does.  In  1986,  the  National  Ski  Area  Act 
that  was  passed  that  year  and  supported  by  the  industry,  in  fact, 
says  that  the  Forest  Service  must  collect  fair  market  value. 

Mr.  Synar.  How  many  of  your  members  operate  on  Forest  Serv- 
ice administered  lands? 

Mr.  Prendergast.  132. 

Mr.  Synar.  Do  you  agree  with  the  GAO's  finding  that  ski  areas 
constitute  6  of  the  top  10  concessions  operating  on  Federal  lands 
in  terms  of  gross  revenues? 

Mr.  Prendergast.  I  suspect  that's  probably  true. 

Mr.  Synar.  How  much  money  are  we  talking  about  here  in  terms 
of  gross  revenues  for  ski  operators?  Do  you  agree  with  the  GAO's 
figure  of  $737  million  in  gross  sales  for  operators? 

Mr.  Prendergast.  I  think  that  that  number  is  somewhat  mis- 
leading, Mr.  Chairman.  In  fact,  it  is  not  actual  revenues  to  the  ski 
areas.  It  is  also  made  up  of  a  significant  amount  of  additional  reve- 
nue that's  counted  under  the  graduated  rate  fee  system,  not  reve- 
nue to  the  ski  area.  In  fact,  the  report  itself  is  really  based  on  $614 
million. 

Mr.  Synar.  Would  you  agree  with  the  GAO  that  the  ski  operators 
paid  only  $13.5  million  in  fees? 

Mr.  Prendergast.  That's  correct. 

Mr.  Synar.  Which  is  about  2.2  percent  of  the  revenues  of  what 
they  thought  of  the  $737  million? 

Mr.  Prendergast.  Well,  of  what  they  thought.  Excuse  me,  it's 
only  2.2  percent  of  $614  milHon,  not  $737. 

Mr.  Synar.  That's  fine.  Now,  let  me  ask  you  something,  Mr. 
Prendergast.  How  do  you  react  when  people  say  that  the  average 
of  only  2.2  percent  of  the  gross  revenues  looks  like  a  pretty  small 
return  for  the  use  of  these  taxpayer's  assets? 

Mr.  Prendergast.  Well,  I  think,  Mr.  Chairman,  what  you  have 
to  do  is  make  a  comparison  between  or  understand  exactly  what 
that  2.2  should  be  related  to,  as  opposed  to  some  other  figure  that 
might  come  up  in  your  head.  The  fact  of  the  matter  is,  as  I've  given 
in  my  testimony,  we  have  several  examples  to  demonstrate  this. 

The  typical  example  is  the  ski  retail  shop  one  that  I  gave  in  my 
testimony.  We  rent  land  and  buildings  to  retail  facilities  at  our  ski 
areas  located  on  private  land  for  a  rate  of  anywhere  from  3  percent 
to  8  percent.  When  you  take  into  consideration  the  underlying  land 
rent  charge  of  that,  2.2  is  really  on  the  high  side  of  the  market. 

Mr.  Synar.  Well,  I  have  to  agree  with  you  that  compared  to  graz- 
ing and  timber,  this  looks  like  a  pretty  good  deal  for  the  taxpayers. 

Mr.  Prendergast.  I  don't  know  much  about  those  subjects,  Mr, 
Chairman. 

Mr.  Synar.  I  do. 

Mr.  Prendergast.  I  know  you  do,  and  I've  seen  quite  a  lot  about 
your  understanding. 

Mr.  Synar.  Tell  us  what's  wrong  with  the  way  the  Forest  Service 
calculates  its  ski  fees  and  its  revenues? 

Mr.  Prendergast.  To  correct  the  record  to  some  extent,  Mr. 
Chairman,  back  in  1971  or  whenever  it  was  that  the  graduated 
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rate  fee  system  was  brought  online,  the  ski  industry  opposed  it.  We 
tried  again  in  the  late  1970's  to  simplify  the  system.  They  only 
made  it  more  complex.  Again,  we  opposed  it. 

What's  wrong  is  that  it  has  a  lot  of  built-in  opportunities  for  es- 
sentially what  GAO  considers  to  be  mismanagement,  but  different 
interpretations.  The  other  real  problem  is  that  the  manual  provi- 
sions that  outline  exactly  what  this  fee  system  is  all  about  are 
inordinantly  confusing  and  really  lack  a  ^eat  deal  of  specificity. 

Mr.  Synar.  I  agree  with  you.  I  think  it  should  be  simplified  and 
made  more  efficient.  Now  you  said  the  fee  is  based  upon  a  portion 
of  the  rent  that  you  collect.  Do  your  members  agree  that  it's  fair 
that  we  get  that  since  these  and  other  businesses  only  exist  be- 
cause the  ski  slopes  are  there? 

Mr.  Prendergast.  Mr.  Chairman,  we  don't  own  those  busi- 
nesses. Essentially  what  you're  doing 

Mr.  Synar.  I'm  just  asking  you  for  the  philosophical 

Mr.  Prendergast.  What  the  Forest  Service  is  doing  in  some  in- 
stances is  charging  us  a  fee  against  the  sales  of  people  who  are  lo- 
cated on  private  land.  In  fact,  if  they  feel  that  those  individuals 
should  be  paying,  I  think  that's  the  subject  they  should  address 
with  those  individuals,  rather  than  making  us  the  collector  of  the 
fee.  We  have — in  most  instances,  or  a  lot  of  instances,  we  don't 
have  a  relationship  that  allows  us  to  do  that. 

Mr.  Synar.  It  should  be  more  simple  and  efficient,  correct? 

Mr.  Prendergast.  Agreed. 

Mr.  Synar.  Over  the  past  20  years,  the  Forest  Service  has 
claimed  on  one  hand  that  their  fee  schedule  collects  the  fair  market 
value,  and  they've  claimed  on  the  other  hand  that  it  does  not  col- 
lect the  fair  market  value.  Do  you  think  it  collects  the  fair  market 
value? 

Mr.  Prendergast.  I  think  it  collects  more  than  fair  market 
value,  Mr.  Chairman. 

Mr.  Synar.  In  1988,  GAO  reported,  Mr.  Prendergast,  that  the  fee 
system  did  not  insure  the  fair  market  value  that  was  originally  in- 
tended and  that  it  should  be  periodically  updated  to  reflect  eco- 
nomic conditions.  Do  you  agree  that  the  system  needs  to  be  ad- 
justed to  account  for  inflation  and  economic  changes? 

Mr.  Prendergast.  Yes.  I  think  it  should  be  updated.  There's  no 
question  about  that.  In  fact,  one  of  the  things  that  the  GAO  point- 
ed out  was  that  the  gross  fixed  assets  is  not  indexed  and  brought 
into  current  times.  The  result  of  that  is  that  we're  paying  a  heck 
of  a  lot  more  fee  as  a  result  of  that  particular  lack  of  updating  of 
that  particular  portion. 

Mr.  Synar.  GAO  also  wants  the  Forest  Service  to  require  deter- 
mination of  the  fair  market  value  of  the  ski  areas  permit  so  that 
they  can  vary  it  from  ski  area  to  ski  area  as  part  of  a  new  fee  sys- 
tem. Do  you  agree  with  that  principle? 

Mr.  Prendergast.  Well,  I  think  it's  going  to  be  difficult  to  create 
a  system  that  will  be  individually  tailored  to  each  ski  area.  So 
we've  always  looked  for  a  national  progp^am  or  a  national  system. 

Mr.  Synar.  How  can  we  be  certain  a  fair  market  will  be  col- 
lected, then,  if  we  don't  look  at  the  market  in  the  immediate  area? 

Mr.  Prendergast.  I  think  that  if  you  take  a  look  at  the  system 
we  proposed  last  year  as  an  example,  by  bracketing  the  system 
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you're  essentially  segregating  into  different  brackets,  different  as- 
pects of  the  business.  If  they  take  a  look  at  that  kind  of  a  system 
and  from  time  to  time  monitor  the  economics  of  those  transactions 
and  adjust  the  fee  brackets  accordingly,  I  think  that  that  would 
work  fine. 

Mr.  Synar.  Mr.  Prendergast,  I'm  going  home  to  Muskogee,  OK, 
this  weekend. 

Mr.  Prendergast.  I've  been  there  many  times,  Mr.  Chairman. 

Mr.  Synar.  It's  great,  a  great  place. 

Mr.  Prendergast.  Great  place. 

Mr.  Synar.  I'm  going  to  try  to  make  an  argument  to  my  people 
that  last  year  in  vail  they  made  over  $70  million  in  revenues  but 
they  only  paid  $2  million  to  the  taxpayers  using  our  land  and  our 
mountains.  Do  you  think  my  constituents  are  going  to  think  we  got 
the  fair  market  value  of  that  deal? 

Mr.  Prendergast.  I  think  if  that's  all  the  information  they  have 
at  hand,  probably  not. 

Mr.  Synar.  Do  you  think  they  would  think  that  a  $619,000  fee 
for  $37  million  in  revenues  can  constitute  a  fair  return? 

Mr.  Prendergast.  Absolutely. 

Mr.  Synar.  Oh,  you  do?  You  think  they  would? 

Mr.  Prendergast.  Do  I  think  they  would? 

Mr.  Synar.  Yes. 

Mr.  Prendergast.  I  thought  you  asked  me  if  I  do. 

Mr.  Synar.  I'm  asking  you  if  my  people  would. 

Mr.  Prendergast.  I  assume  if  that's  all  that  they  had  as  a  basis 
for  making  a  decision,  that  they  probably  would  not. 

Mr.  Synar.  I  noticed  in  your  statement  you  made  some  exception 
to  our  contention  that  concessioners,  including  ski  operators,  had 
exclusive  use  of  the  public  lands. 

Mr.  Prendergast.  That's  correct. 

Mr.  Synar.  Of  course,  as  you  know,  we  mean  by  exclusive  use 
that  the  concessioners  are  effectively  protected  from  competition  in 
those  areas.  For  example,  would  it  be  possible  for  some  young  up- 
start like  Mike  Synar  to  come  out  to  Vail  and  set  up  a  ski  resort 
using  exactly  the  same  Forest  Service  mountain  and  current  opera- 
tor under  the  permit  of  the  Forest  Service? 

Mr.  Prendergast.  If  you're  talking  about  Vail  Mountain  itself, 
no  you  would  not.  But,  in  fact,  right  now  we  have  exactly  that  kind 
of  situation  with  individuals  making  application  to  create  ski  facili- 
ties adjacent  to  existing  ski  facilities. 

Mr.  Synar.  Now  your  statement,  in  fact,  says  that  the  operators 
don't  have  exclusive  use  of  those  lands  and  that  they  could  be  used 
for  things  like  grazing  and  mining  operations. 

Mr.  Prendergast.  That's  correct. 

Mr.  Synar.  Now,  just  out  of  curiosity,  can  you  tell  me  the  last 
time  somebody  had  to  ski  around  a  cow  out  there  on  Vail? 

Mr.  Prendergast.  The  point  is  they  don't  have  to  ski  around 
them,  but  they  certainly  get  to  use  it  in  the  nonski  season. 

Mr.  Synar.  But  they  haven't  been  out  there,  have  they? 

Mr.  Prendergast.  But,  in  fact,  Mr.  Chairman — ^yes,  they  are  out 
there.  In  fact,  Mr.  Chairman,  we  have  had  to  curtail  the  ski  season 
as  a  result  of,  in  some  instances,  Vail  being  one,  for  hunting  oper- 
ations and,  in  fact,  for  mining  operations. 
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Mr.  Synar.  Now  you've  mentioned  the  ski  areas  alternative  fee 
system  which  proposed  a  substitute  to  the  current  system.  GAO  re- 
viewed that  proposal  in  their  recent  report.  Do  you  accept  GAO's 
findings? 

Mr.  Prendergast.  No,  I  do  not.  I  think  some  of  their  data  is  in- 
correct. I  also  don't  think  they  took  into  consideration  all  the  as- 
pects of  the  bill. 

Mr.  Synar.  Now  GAO  said  in  that  report  that  the  Forest  Service 
has  admitted,  as  early  as  1971,  that  tne  current  fees  don't  equal 
the  fair  market  value.  Do  you  agree  with  that? 

Mr.  Prendergast.  I  am  not  aware  of  any  admission  on  the  part 
of  the  Forest  Service  in  1971. 

Mr.  Synar.  Is  it  true  that  the  industry's  alternative  fee  system 
would  produce  changes  in  fees  paid  in  60  of  the  112  ski  areas  stud- 
ied by  GAO? 

Mr.  Prendergast.  That's  correct. 

Mr.  Synar.  Would  the  shift  in  fees  from  larger  outfits  to  some 
of  the  smaller  outfits  be  pretty  onerous  to  some  of  the  smaller 
ones? 

Mr.  Prendergast.  Well,  that's  where  we  disagree  with  what  the 
GAO's  data  displays.  In  our  view,  much  of  the  smaller  area  data 
is  incorrect.  We,  in  looking  at  the  data,  have  come  to  the  conclusion 
they  use  a  lot  of  1989  and  1990  data  rather  than  the  1991  data  as 
displayed. 

Mr.  Synar.  Now  GAO  has  recommended  that  the  Service  either 
create  a  new  system  which  would  calculate  fair  market  value  or 
modify  the  rate  system  to  achieve  the  same  results.  What  do  you 
think  of  that? 

Mr.  Prendergast.  We  think  we  need  a  new  system. 

Mr.  Synar.  In  response  to  the  GAO  report,  the  Forest  Service 
claimed  that  the  old  rate  fee  system  was  based  upon  fair  market 
value.  But  to  this  day,  the  agency  has  been  unable  to  demonstrate 
the  current  fee  system  accomplishes  that  goal.  Does  that  surprise 
you? 

Mr.  Prendergast.  It  surprises  me  that  they  cannot  do  it.  It 
doesn't  surprise  me  that  they — I  mean,  the  data  is  available,  the 
information  is  available.  Why  they  can't  articulate  an  argument  to 
GAO  is  what  probably  surprises  me. 

Mr.  Synar.  We  mentioned  earlier  that  the  Service  is  planning  to 
develop  a  new  fee  structure  more  closely  reflecting  fair  market 
value.  What  do  you  expect  from  that  review? 

Mr.  Prendergast.  I  expect  that  they  will  generate  a  system  and 
we'll  take  a  look  at  it  and  see  whether  or  not  we  concur  in  its  find- 
ings that  it's  fair  market  value. 

Mr.  Synar.  Thank  you.  Mr.  Wendt,  in  explaining  your  views  on 
the  need  to  retain  preferential  right  of  renewal  for  outfitter  per- 
mits, you  mentioned  annual  evaluations.  Give  me  an  example  of 
what  an  annual  evaluation  is. 

Mr.  Wendt.  In  most  of  the  areas  where  we  operate  on  Forest 
Service  or  BLM  land,  we  do  receive  an  annual  evaluation  that 
states  whether  we're  satisfactory  for  the  year.  With  the  National 
Park  Service  facilities  that  I'm  familiar  with  in  Arizona  and  Wyo- 
ming, we  receive  three  evaluations  per  year  which  are  then  sum- 
marized on  the  annual  evaluation. 
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Mr.  Synar.  You  think  that  those  reviews  are  sufficient? 

Mr.  Wendt.  I  think  they  give  a  pretty  good 

Mr.  Synar.  If  an  outfitter  puts  three  people  in  a  boat,  Mr. 
Wendt,  and  takes  three  out  at  the  other  end  of  a  safe  trip,  protects 
the  environment,  pays  its  fees  on  time,  compHes  with  the  standards 
of  its  permit,  then  we  should  give  him  a  preference  of  renewal;  is 
that  your  contention? 

Mr.  Wendt.  In  very  simple  terms,  that  would  be  true.  I  think 
there  are  some  fairly  subjective  items  in  there  as  well  that  perhaps 
we  should  figure  out  some  way  of  evaluating,  but  it's  preservation 
of  the  environment  and  something  about  quality  of  service. 

Mr.  Synar.  What  about  substandard  performance? 

Mr.  Wendt.  I  think  it  should  be  rated  as  substandard  and  then 
that  would — in  my  view,  under  existing  law,  this  would  preclude 
the  preferential  right  to  renewal. 

Mr.  Synar.  You  know,  there's  been  a  controversy  over  this  pref- 
erential right  of  renewal.  Do  all  your  concessioners  and  outfitters 
agree  on  this  position? 

Mr.  Wendt.  I  believe  that  all  the  outfitters  and  guides  believe 
that  preferential  right  to  renewal  is  very  important  because  other- 
wise you  take  the  proposal  put  forth  by  the 

Mr.  Synar.  You're  against  fee  bidding  at  any  cost? 

Mr.  Wendt.  I  would  like  to  see  a  level  fee  proposal  for  all  outfit- 
ters in  a  class.  Basically,  in  the  Grand  Canyon,  there  are  17  outfit- 
ters. I  believe  that  we  should  all  be  operating  under  the  same  fee 
rather  than  having  each  one  of  us  have  to  negotiate  our  fee  in  com- 
petition, 

Mr.  Synar.  But  isn't  the  problem  the  protection  of  the  environ- 
ment, customer  service,  safety?  Those  are  pretty  tough  things  to 
judge  in  subjective  terms,  are  they  not? 

Mr.  Wendt.  It  is,  but  I  think  that  the  public  makes  a  pretty  good 
assessment  in  that  area.  Our  businesses  are  very  competitive.  They 
deal  on  word  of  mouth.  If  you  were  bringing  one  of  your  relatives 
on  one  of  our  trips,  I  think  you  would  know  that  you  were  going 
to  be  safe. 

Mr.  Synar.  Are  you  more  competitive  than  the  big  concessioners? 

Mr.  Wendt.  In  most  of  the  units  where  we  operate  Forest  Serv- 
ice, BLM,  and  Bureau  of  Reclamation  and  National  Park  Service, 
there  are  multiple  outfitters,  in  many  cases  four,  five,  six,  and  in 
some  cases  as  many  as  20  outfitters  in  a  given  area. 

Mr.  Synar.  I'm  again  a  little  bit  disturbed  with  the  absence  of 
objective  standards,  Mr.  Wendt.  Don't  you  agree  it's  important  to 
assure  the  public  that  any  contract  awarded  was  done  on  the  basis 
of  a  criteria  based  upon  fact  and  what  we're  getting  on  the  return? 

Mr,  Wendt.  I  would  not  want  to  make  the  fee  determination  be 
paramount  in  the  selection  process  because  I  think  it's  too  easy  for 
some  novice  from  outside  the  area  who  is  very  naive  to  propose  a 
higher  fee.  I  think,  in  reality,  the  existing  outfitters  have  shown  by 
trial  of  fire  how  they  perform. 

So  I  think  we  need  standards  which  measure  their  performance, 
not  just  looking  at  pie  in  the  sky  return  of — ^rate  of  return  to  the 
government. 
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Mr.  Synar.  These  standards  are  very  hard  to  set.  I  mean,  the 
handling  of  food  in  the  wild  areas,  safety,  health,  these  things  are 
very  hard  to  determine,  are  they  not? 

Mr.  Wendt.  They  are,  but  restaurants,  I  think,  receive  an  A,  B, 
C,  maybe  A,  B,  C,  D  rating. 

Mr.  Synar.  Then  you're  making  an  argument  for  some  kind  of 
objective  standard. 

Mr.  Wendt.  I  would  be  very  happy,  and  I  think  most  outfitters 
would  be  very  willing  to  have  those  standards  measure  in  quality, 
safety,  environmental  protection. 

Mr.  Synar.  What  are  the  food  standards  for  the  agency  as  they 
apply  to  you? 

Mr.  Wendt.  Really,  they  are  very  close  to  what  you  would  expect 
in  a  restaurant  in  a  location  with  electricity.  Although  we're  taking 
all  food  down  river  with  us,  in  some  cases  that  may  be  requiring 
refrigerated  storage  for  a  period  of  days  or  even  a  week,  we  have 
to  operate  under  basically  the  same  food  preparation  standards 
that  are  used  for  restaurant 

Mr.  Synar.  The  GAO  found,  Mr.  Wendt,  if  you  saw  in  the  report 
that  some  long  term,  fixed-site  concessioners  were  not  being  regu- 
larly inspected  for  fire  and  food  service  compliance  with  local 
health  standards.  Did  you  find  that  or  are  they  wrong? 

Mr.  Wendt.  We  don't  have  any  experience  with  the  fixed-base 
land  facilities.  We  do  get  pretty  routine  evaluations  by  Federal 
managers  on  our  river  trips.  In  many  cases,  there  are  county  gov- 
ernments that  also  send  their  sanitarians  on  our  trips.  So  there  is 
some  overlap  between  both  the  Federal  managing  agency  and  the 
local  State  governments. 

Mr.  Synar.  Let  me  thank  all  three  of  you  gentlemen  for  your  tes- 
timony today.  It  has  assisted  this  committee  in  our  deliberations. 
We  will  follow  up  with  more  detailed  written  questions.  We  appre- 
ciate your  attendance  here  today. 

Our  final  panel  this  morning  is  Mr.  James  Lyons,  Assistant  Sec- 
retary for  Natural  Resources  and  Environment,  Department  of  Ag- 
riculture; and  the  Honorable  Bonnie  Cohen,  Assistant  Secretary  for 
Policy,  Management  and  Budget,  U.S.  Department  of  the  Interior. 

Having  followed  the  hearing  up  to  this  point,  do  any  of  the  three 
of  you  have  any  objection,  or  anyone  who  would  testify,  to  being 
sworn  in?  If  not,  would  you  raise  your  hand,  and  anyone  behind 
you  that  may  possibly  be  asked  to  answer  a  question  please  stand 
at  the  same  time,  and  we'll  swear  in  everybody  at  once. 

[Witnesses  sworn.] 

Mr.  Synar.  Welcome.  Why  don't  we  start  with  you,  Mr.  Lyons? 
If  you  would  summarize  in  the  next  5  minutes,  we'll  be  able  to  get 
into  the  questions  later. 

STATEMENT  OF  JAMES  LYONS,  ASSISTANT  SECRETARY,  NATU- 
RAL RESOURCES  AND  ENVIRONMENT,  U.S.  DEPARTMENT  OF 
AGRICULTURE,  ACCOMPANIED  BY  STEVE  DEITEMEYER,  AS- 
SISTANT DIRECTOR,  RECREATION  MANAGEMENT,  U.S.  FOR- 
EST SERVICE 

Mr.  Lyons.  Thank  you  very  much,  Mr.  Chairman.  I  will  be  brief. 
You  have  a  copy  of  my  written  statement,  which  I  ask  be  submitted 
for  the  record. 
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Mr.  Synar.  It  will  be. 

Mr.  Lyons.  I  have  with  me  also  Mr.  Steve  Deitemeyer,  who  is 
the  assistant  director  for  recreation  management  for  the  Forest 
Service  who  will  help  me  with  any  technical  questions.  Being  2 
weeks  on  the  job,  I  may  have  to  defer  to  him  to  a  few  of  the  tech- 
nical questions. 

Let  me  simply  say  the  Forest  Service,  as  you  know,  is  responsible 
for  managing  a  wide  range  and  variety  of  privately  provided  visitor 
services  on  the  national  forest  system.  These  puDlic-private  part- 
nerships have  been  very  successful  and  are  very  important  in  pro- 
viding the  kinds  of  customer  service  that  is  expected  of  the  Na- 
tional Forest  System. 

Our  approacn  to  managing  these  operations  is  straightforward. 
We  believe  that  visitors  should  have  access  to  high  quality,  well- 
managed  services  and  facilities  for  enjoying  the  national  forests. 
We  consider  private  enterprise  uniquely  suited  to  provide  these 
kinds  of  services.  We  think  the  fee  system  for  the  privilege  of  using 
public  lands  should  be  simple,  fair,  and  consistent.  However,  most 
importantly,  it  should  meet  the  requirements  of  the  law  and  pro- 
vide fair  market  value. 

Interested  parties  differ  in  what  fair  market  value  is.  As  you 
know  yourself,  as  you  heard  from  earlier  panels,  we  do  believe  that 
a  reasonable  appraisal  of  fair  market  value  can  be  made,  and  we're 
working  toward  that  end.  We'll  have  a  report  shortly  that  we  in- 
tend to  share  with  you  with  regard  to  a  study  of  fair  market  values 
that  relate  to  ski  area  fees. 

When  we  have  that  information,  we  look  forward  to  working  with 
you  and  your  staff  to  try  and  come  up  with  a  system  that  assures 
Forest  Service  compliance  with  the  requirements  of  the  law  in  pro- 
viding fair  market  value  for  those  fees. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Lyons  follows:] 
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STATEMENT  OF 
James  Lyons,  Assistant  Secretary, 
Natural  Resources  and  the  Environment 
UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 

Before  the 

Subcommittee  on  Environment,  Energy  and  Natural  Resources 

Committee  on  Government  Operations 

United  States  House  of  Representatives 

May  27,  1993 

MR.  CHAIRMAN  AND  MEMBERS  OF  THE  SUBCOMMITTEE: 

Thank  you  for  the  opportunity  to  offer  our  views  on  privately-provided 
recreation  services  on  National  Forest  System  lands. 

The  Forest  Service  is  responsible  for  managing  a  wide  variety  of 
privately-provided  visitor  services  on  the  191  million  acres  of 
National  Forest  System  lands.   These  operations  involve  a  variety  of 
permit  instruments  that  reflect  the  different  statutory  authorities 
upon  which  they  are  based,  and  run  the  gamut  from  "mom  and  pop" 
businesses  to  international  destination  resorts. 

These  public/private  partnerships  have  been  very  successful  in  helping 
visitors  enjoy  the  National  Forests,  which  host  more  recreation  visits 
than  any  other  Federal  lands.  We  frankly  couldn't  respond  to  customer 
demands  at  current  quality  levels  without  this  help. 
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Private  operations  provide  outfitter/guide  services  enabling  visitors 
CO  run  rivers,  climb  mountains,  hunt  big  game,  and  travel  in  the 
backcountry.   A  large  part  of  the  Nation's  ski  industry  depends  upon 
National  Forest  System  lands.   A  variety  of  other  services  are 
provided  that  help  visitors  use,  understand,  appreciate,  and  enjoy 
their  National  Forests.   Approximately  4,000  operators  pay  over  $18 
million  annually  for  the  privilege  of  operating  on  public  lands. 

A  basic  principle  of  these  partnerships  is  that  the  private  sector 
provides  the  capital  and  takes  the  risks  for  operating  businesses  on 
public  lands.   The  Forest  Service  assures  that  protection  of  natural 
resources  and  public  health  and  safety  is  provided  for  in  operating 
these  businesses. 

Our  approach  to  managing  these  operations  is  straightforward.   We 
believe  that  visitors  should  have  access  to  high  quality,  well -managed 
services  and  facilities  for  enjoying  the  National  Forests.   We 
consider  private  enterprise  to  be  uniquely  suited  to  provide  many  of 
these  services.   We  think  the  fee  system  for  the  privilege  of  using 
public  lands  should  be  pimple,  fair,  and  consistent.   MoSt 
importantly,  it  should  return  fair  market  value  to  taxpayers  for  use 
of  their  lands. 
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Interested  parties  differ  on  what  fair  market  value  is  in  the 
inherently  nonmarket  world  of  public  lands.   However,  we  do  believe 
that  a  reasonable  appraisal  of  fair  market  value  can  be  made  and  we 
are  working  towards  that  end  in  reviewing  the  current  fee  system.   We 
look  forward  to  sharing  that  information  with  you  when  that  review  is 
completed.   We  agree  that  the  current  system  needs  change. 

This  concludes  my  prepared  statement  and  I  would  be  pleased  to  answer 
the  Subcommittee's  questions. 
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Mr.  Synar.  Thank  you. 
Ms.  Cohen. 

STATEMENT  OF  BONNIE  COHEN,  ASSISTANT  SECRETARY,  POL- 
ICY, MANAGEMENT,  AND  BUDGET,  U.S.  DEPARTMENT  OF 
THE  INTERIOR,  ACCOMPANIED  BY  JOHN  H.  DAVIS,  ASSOCI- 
ATE DIRECTOR,  OPERATIONS,  NATIONAL  PARK  SERVICE 

Ms.  Cohen.  Thank  you,  Mr.  Chairman.  I'm  here  with  Jack  Davis 
from  the  Park  Service,  as  my  tenure  is  only  a  week.  I  appreciate 
the  opportunity  to  present  the  views  of  the  Department  of  Interior 
concerning  the  concessions  operations  on  Federal  lands  and  within 
units  of  the  National  Park  System. 

Mr.  Babbitt  recognizes,  as  have  you  and  members  of  the  sub- 
committee, that  private  concessioners  play  a  key  role  in  carrying 
out  the  mission  of  the  National  Park  Service  to  conserve  the  natu- 
ral resources  while  providing  for  their  enjoyment  in  a  manner  that 
leaves  them  unimpaired  for  future  generations. 

I  can  assure  you,  as  I  did  the  Senate  during  my  confirmation, 
that  I  share  the  president's  and  the  secretary's  vision  that  we  can 
balance  the  demands  of  good  stewardship  and  economic  develop- 
ment. 

In  discussing  the  issues  of  concessions  and  revenue  to  the  parks, 
we'd  like  to  give  credit  to  the  previous  administration  for  their 
sharp  focus  on  concession  management  on  the  public  lands.  They 
raised  the  public's  awareness  of  the  fact  that  certain  private  inter- 
ests were  not  paying  their  fair  share  for  the  privilege  of  conducting 
business  in  the  parks. 

They  began  the  process  of  reform  in  these  arrangements,  and  we 
intend  to  build  on  that  beginning.  Changes  in  concession  policy 
may  require  legislative  amendments,  and  we  will  soon  be  engaged 
in  the  Interior  Department  in  discussions  to  identify  those  changes. 
As  I  said,  greater  fees  from  concessioners  may  be  appropriate. 

We  also  intend  to  foster  meaningful  competition.  We  are  also  in- 
terested, however,  in  other  important  elements  of  concession  re- 
form; namely,  making  sure  that  the  Park  Service  has  the  flexibility 
to  shape  concessions  management,  to  place  emphasis  on  natural 
and  cultural  resource  protection  while  obtaining  a  fair  return.  As 
a  first  step.  Secretary  Babbitt  placed  in  the  1994  budget  a  signifi- 
cant increase  in  personnel  and  dollars  for  program  formulation, 
execution  and  oversight  in  connection  with  this  subject.  He's  added 
$2  million  for  this. 

Let  me  also  briefly  address  nonfee  compensation.  GAO,  in  inspec- 
tor general  reports,  indicate  that  the  Park  Service  is  placing  more 
and  more  emphasis  on  nonfee  compensation  from  concessioners  to 
compensate  for  funding  shortfalls  in  park  budgets.  We  share  the 
subcommittee's  concern  that  necessary  policies  and  guidance  need 
to  be  in  place  to  ensure  that  this  and  other  forms  of  compensation 
constitute  a  fair  return  to  the  government. 

A  very  special  relationship  exists  between  the  national  parks  and 
the  public.  That  puts  constraints  on  both  the  Park  Service  and  the 
concessioners.  We  intend  to  obtain  a  fair  rate  of  return  for  conces- 
sions, but  I  would  hasten  to  add  that  we  shall  air,  if  circumstances 
dictate,  on  the  side  of  conservation.  We  will  provide  for  visitor  serv- 
ices and  accommodations  in  the  least  intrusive  manner. 
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Since  I  was  given  the  opportunity  to  testify  today,  I've  learned 
a  great  deal  more  about  this  issue. 

Mr.  Synar.  I'll  bet  you  have. 

Ms.  Cohen.  I  have.  It's  obvious  that  the  committee,  through  its 
hearings,  highlighted  an  important  area  requiring  new  thought  and 
new  procedures  to  ensure  a  businesslike  approach  on  the  part  of 
the  Park  Service.  It  also  became  clear  to  me,  as  I  looked  into  the 
issue  and  started  to  become  prepared  with  people  in  the  Depart- 
ment, that  eJack  Davis,  who  is  here  today,  and  his  associates  at  the 
Park  Service  are  willing  to  do  much  to  address  these  concerns. 

The  Assistant  Secretary  for  Fish  and  Wildlife,  the  Director  of  the 
Park  Service,  and  I  will  all  be  involved  as  these  improvements  con- 
tinue. We  look  forward  to  working  with  the  committee. 

[The  prepared  statement  of  Ms.  Cohen  follows:] 
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STATEMENT  OF  BONNIE  COHEN,  ASSISTANT  SECRETARY  FOR  POLICY, 
MANAGEMENT  AND  BUDGET,  DEPARTMENT  OF  THE  INTERIOR,  BEFORE  THE 
SUBCOMMITTEE  ON  ENVIRONMENT,  ENERGY  AND  NATURAL  RESOURCES,  HOUSE 
COMMITTEE  ON  GOVERNMENT  OPERATIONS,  ON  THE  MATTER  OF  THE 
MANAGEMENT  OF  CONCESSIONS  ON  FEDERAL  LANDS. 

MAY  27,  1993 

Mr.  Chairman,  I  appreciate  the  opportunity  to  present  the 
views  of  the  Department  of  the  Interior  concerning  concession 
operations  on  Federal  lands  and  within  units  of  the  National  Park 
System  in  particular.   Secretary  Babbitt  recognizes,  as  have  you 
and  the  Members  of  this  Subcommittee,  that  private  concessioners 
play  a  most  significant  role  in  carrying  out  the  core  mission  of 
the  National  Park  Service  to  conserve  the  resources  within  our 
care  while  at  the  same  time  providing  for  their  enjoyment  in  a 
manner  that  leaves  them  unimpaired  for  future  generations.   I  can 
assure  you,  as  I  did  the  Senate  during  my  confirmation  process, 
that  I  share  the  President's  and  the  Secretary's  vision  that  we 
can  not  merely  balance  but  must  reconcile  the  demands  of  good 
stewardship  and  economic  development.   I  look  forward  to  working 
with  this  Subcommittee  and  others  in  the  Congress,  the 
Administration,  and  the  public  in  carrying  out  that 
responsibility. 

Before  embarking  on  a  discussion  of  how  the  Clinton 
Administration  intends  to  approach  this  most  important  matter, 
let  me  give  credit  to  the  previous  Administration  for  their  sharp 
focus  on  concessions  management  on  the  public  lands.   Secretary 
Lujan  and  Director  Ridenour  raised  the  public's  awareness  of  the 
fact  that  certain  private  interests  were  not  paying  their  fair 
share  for  conducting  business  activities  on  the  public's  lands. 
Their  leadership  provided  an  opportunity  for  progress  in 
concessions  reform,  progress  on  which  we  intend  to  build, 
including  such  things  as  promulgating  new  concession  regulations 
and  standard  concession  contract  language  that  meet  today's 
needs.  And  they  did  it  with  extensive  public  involvement  in  the 
process. 
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I  would  hasten  to  point  out,  however,  that  there  are  key 
elements  of  the  law,  the  1965  Concessions  Policy  Act,  that  cannot 
be  reformed  through  the  regulatory  or  policy  process.   Those 
changes,  if  determined  to  be  necessary,  may  require  legislative 
amendments,  and  we  will  soon  be  engaged  in  discussions  within  the 
Administration  to  identify  changes  that  may  be  desirable.   We 
look  forward  to  working  in  a  partnership  with  the  Congress  to 
resolve  our  mutual  concerns. 

The  previous  Administration  focused  on  obtaining  greater 
fees  from  concessioners.   While  striving  to  ensure  that  this 
objective  is  implemented,  we  must  examine  whether  legislative 
changes  are  necessary  to  also  ensure  that  meaningful  competition 
is  fostered,  since  this  is  an  important  element  in  securing 
reasonable  fees.   In  examining  the  history  surrounding  the 
concession  program  in  the  National  Park  System,  one  cannot  help 
but  note  that  in  contrast  to  the  current  atmosphere,  in  1965  it 
was  important  to  "lure"  investment  into  the  parks  and  to 
guarantee  protection  from  competition  to  attract  investors.   In 
today's  world,  many  park  concessions  constitute  lucrative 
monopolies,  and  restricting  competition  works  against  reasonable 
fees  and  higher  quality  program  management. 

But  this  Administration  is  interested  in  going  beyond  simply 
securing  more  money  from  park  concessions  and  guaranteeing 
meaningful  competition.   We  are  interested  in  other  important 
elements  of  concession  reform,  namely: 

a)  making  sure  the  Park  Service  has  the  flexibility  to  shape 
concessions  management  to  overall  park  needs;   and 

b)  placing  emphasis  on  natural  and  cultural  resource  protection, 
which  ultimately  requires  a  balance  between  maximizing  revenues 
and  protecting  parks  from  over-commercialization. 
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In  order  to  accomplish  these  objectives,  the  National  Park 
Service  FY  1994  budget  includes  significant  increases  in 
personnel  and  dollars  for  program  formulation,  execution  and 
oversight.   Two  million  dollars  has  been  requested  as  part  of  a 
two-pronged  approach  to  improving  our  management  of  concessions 
activities.   Twenty-seven  employees  have  been  requested  to  serve 
primarily  in  parks  to  work  directly  with  concessioners,  while  at 
the  same  time  the  Service  will  contract  with  outside  experts  in 
the  fields  of  financial  management  and  real  property  appraisals 
in  order  to  ensure  that  the  government  is  receiving  fair  value 
for  concessioners  conducting  business  on  public  lands. 

It  has  been  stated  in  recent  GAO  and  Inspector  General 
reports  that  the  Park  Service  is  placing  more  and  more  emphasis 
on  non-fee  compensation  from  concessioners  to  compensate  for 
funding  shortfalls  that  would  otherwise  provide  funding  for 
repair  and  rehabilitation  of  government-owned  facilities  utilized 
by  park  concessioners.   In  the  process,  franchise  fees,  paid  by 
concessioners  and  deposited  directly  to  the  general  fund,  are 
reduced  accordingly.   The  Administration,  however,  has  yet  to 
agree  to  such  a  financial  arrangement.   We  share  the 
Subcommittee's  concern  that  necessary  policies  and  guidance  need 
to  be  in  place  to  ensure  that  this  and  other  forms  of 
compensation  constitute  a  fair  return  to  the  government  for  the 
exclusive  privilege  of  doing  business  on  the  public  lands. 

I  can  assure  you  that  I,  along  with  the  Assistant  Secretary 
for  Fish  and  Wildlife  and  Parks  and  the  Director  of  the  National 
Park  Service,  will  become  actively  involved  in  the  resolution  of 
these  matters. 

Almost  from  the  day  the  Park  Service's  Organic  Act  was 
enacted,  concerned  individuals  have  debated  the  dual  mission  of 
use  versus  conservation.   The  role  of  concessions  in  the  National 
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Park  System  is  specifically  authorized  "in  furtherance  of"  that 
dual  responsibility.   Consequently,  a  very  special  relationship 
exists  in  national  parks  that  places  constraints  on  both  the 
Service  and  concessioners  that  do  not  generally  exist  in  the 
private  sector.   This  Administration  is  clearly  in  support  of 
this  dual  mission,  but  I  would  hasten  to  add  that  we  shall  err, 
if  circumstances  dictate,  on  the  side  of  conservation.   We  will 
make  every  effort  to  avoid  development  that  is  neither  necessary 
nor  appropriate,  and  we  will  provide  for  essential  visitor 
services  and  accommodations  in  the  least  intrusive  manner 
possible.   We  want  to  examine  very  closely  the  opportunity  to 
place  all  but  the  most  essential  new  or  replacement  facilities 
outside  parks  in  nearby  or  "gateway"  communities,  including  both 
government  and  concessioner-provided  improvements,  in  order  to 
minimize  our  "footprint"  on  the  parks. 

Although  the  National  Park  Service  had  regarded  commercial 
use  licenses  as  authorizations  that  ought  to  be  administered  at 
the  park  level,  they  have  nevertheless  made  strong  efforts,  at 
the  behest  of  this  Committee,  to  get  more  complete  information 
and  better  control  over  this  aspect  of  visitor  services.   I  am 
told  that  in  1991  the  Service  formed  a  task  force  to  deal  with 
this  very  issue.   In  September  1992  a  work  group  of  Service 
personnel  met  to  review  the  recommendations  of  the  task  force  as 
well  as  the  recommendations  made  by  this  Subcommittee  in  May 
1992.   A  survey  of  licensees  was  taken  to  gather  information 
needed  to  shape  the  program,  and  with  this  the  Service  has  built 
a  centralized  database  that  will  assist  them  in  formulating 
program  policy.   The  work  group  is  scheduled  to  reconvene  the 
first  week  of  June  and  will  provide  NPS  management 
recommendations  on  revised  guidelines  and  policies.   It  is 
anticipated  that  a  number  of  program  changes  will  result,  and  we 
will  keep  you  advised  on  their  progress. 
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Mr.  Chairman,  I  think  it  is  safe  to  say  that  while 
improvements  have  resulted  from  the  extensive  oversight  process 
engaged  in  by  both  the  Administration  and  Congress  with  respect 
to  managing  concessions  activities  in  units  of  the  National  Park 
System,  it  is  also  safe  to  say  that  more  can  and  will  be  done  in 
carrying  out  our  responsibilities  to  the  American  people.   The 
public  lands,  and  the  national  parks  in  particular,  are  too 
precious  to  do  any  less. 


100 

Mr.  Synar.  Thank  you  very  much.  First  of  all,  you  do  buy  some 
goodwill  by  bringing  Jack.  He's  a  good  friend.  He's  been  a  very 
good  asset  to  this  committee  as  we  work  through  these  questions. 

Before  I  begin,  let  me  recognize  the  fact  that  you  all  have  just 
arrived  and  that  you're  not  in  place.  So  welcome  to  your  bench- 
mark hearing.  What  you  say  here  under  oath  will  be  what  we  come 
back  to  periodically  to  judge  your  performance. 

Let's  begin  with  you,  if  we  could,  Ms.  Cohen.  GAO  has  told  us 
that  the  low  concession  fees  are  one  impact  of  the  agencies  not  col- 
lecting and  maintaining  accurate  financial  information.  They  point 
out  that  you  don't  even  have  the  basic  information  such  as  finan- 
cial data  on  concessioners,  permitees  or  licensees  and  in  no  way  are 
managing  the  concession  agreements.  Do  you  agree  with  that? 

Ms.  Cohen.  I  think  we  certainly  agree  that  if  we  don't  have  the 
information,  we  can't  do  a  good  job. 

Mr.  Synar.  It's  based  upon  hunch  and  instinct  right  now,  isn't 
it? 

Ms.  Cohen.  I'd  say  it  appears  to  be  based  on  spotty  information. 

Mr.  Synar.  GAO  also  told  us  that  without  that  data,  we  cannot 
have  in  place  a  professional  financial  manager  and  that  we  need 
one  for  good  internal  controls.  Without  any  good  internal  controls, 
we  can't  stop  fraud,  abuse,  waste,  et  cetera.  Do  you  agree  with 
that? 

Ms.  Cohen.  Yes. 

Mr.  Synar.  It's  extremely  difficult  to  determine,  again  according 
to  GAO,  whether  the  taxpayers  in  fact  are  getting  the  fair  market 
return  from  the  Park  Service  and  Forest  Service's  activities  be- 
cause of  the  lack  of  information.  What  are  the  specific  plans  that 
you  all  have  for  the  collection  of  that  data? 

Ms.  Cohen.  As  I  indicated,  we  have  placed  into  this  budget  an 
additional  $2  million  for  professionals  who  would  assist  the  Park 
Service,  individual  parks  as  well  as  a  centralized  task  force.  There 
is  a  centralized  task  force  and  they  will  be  charged  with  working 
on  this  problem  against  deadlines  and  reporting.  It's  a  very  high 
priority  for  the  Department. 

Mr.  Synar.  Again,  GAO  told  us  that  the  Park  Service  is  cur- 
rently collecting  information  on  franchise  fees  paid  by  their  conces- 
sioners and  licensees,  and  they  still  need  to  develop  complete  data 
in  the  following  areas:  The  number  of  concession  agreements  in- 
volved in  the  government-owned  facilities,  the  number  of  facilities 
used  by  the  concessioners,  the  building-use  fee  paid  for  by  the  con- 
cessioners, the  value  of  the  work  performed  in  so-called  "set  aside" 
accounts.  Do  you  agree  with  those  recommended  improvements? 

Ms.  Cohen.  I  agree  with  the  improvements.  I  think  that,  again, 
based  on  the  "Look,  I've  taken  it  this  far,"  the  task  force  has  been 
working,  and  they  feel  that  they  have  some  of  that  information,  but 
we  would  agree  they  don't  have  all. 

Mr.  Synar.  First  tough  question:  How  long  do  you  think  it  will 
take  the  Department  to  get  this  data  into  shape? 

Ms.  Cohen.  Well,  that  is  a  tough  question  because  I've  only  been 
there  a  week.  The  resources  for  this  are  limited.  I'd  like  to  get  back 
to  you  with  an  answer  that  I  feel  I  can  stand  by. 
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Mr.  Synar.  Do  you  all  hope  to  strengthen  the  headquarter's  co- 
ordinating and  management  function  to  ensure  consistency  of  con- 
trol across  the  board? 

Ms.  Cohen.  We  don't  hope  to;  we  will. 

Mr.  Synar.  One  last  question  for  now  in  the  general  sense:  Do 
you  think  that  the  monetary  fees  we  currently  receive  from  the 
concessioners,  which  average  about  2  percent  of  gross  revenues,  is 
low? 

Ms.  Cohen.  I  think,  as  I  indicated,  there  are  tradeoffs.  In  connec- 
tion with  the  Park  Service,  the  maximum  collection  of  fees  is  not 
our  highest  priority.  But  it  would  appear  to  me  in  many  instances 
that  2  percent  is  just  not  appropriate.  That  is  low. 

Mr.  Synar.  As  you  started  to  say,  we  have  other  ways  of  com- 
pensation now.  We  reported  from  the  GAO  that  the  Park  Service 
is  continually  moving  quickly  toward  nonfee  compensations.  You 
would  agree  with  that? 

Ms.  Cohen.  Yes. 

Mr.  Synar.  These  nonfee  compensations  include  things  like  di- 
rect concessioner  payments  for  maintenance  and  improvements  on 
the  lands  of  national  parks.  They  generally  stay  within  the  park 
unit.  Therefore,  it  benefits  the  park  in  question.  On  the  other  hand, 
the  monetary  compensation  through  the  franchise  fees  and  other 
payments  is  returned  to  the  U.S.  Treasury.  That's  why  so  many 
park  officials  prefer  nonfee  compensation.  Do  you  agree  that  as  a 
general  matter  we  should  be  in  the  business  of  at  least  defining 
and  valuing  and  trying  to  track  these  nonfee  compensations? 

Ms.  Cohen.  Absolutely. 

Mr.  Synar.  The  GAO  reported  that  the  Park  Service  doesn't  have 
a  policy  of  guidance  on  how  to  value  these.  We  now  have  over  30 
concession  contracts  with  annual  gross  revenues  in  excess  of  $1 
million  in  a  pipeline  for  approval,  renewal,  or  renegotiation  by  the 
end  of  1994,  our  records  show. 

You  do  see  the  urgency,  I  hope,  of  addressing  these  policy  ques- 
tions because  these  contracts  are  coming  up  and  they  will  be  long- 
term  contracts? 

Ms.  Cohen.  Yes. 

Mr.  Synar.  I  noticed  in  your  testimony  something  which  for  15 
years  I've  been  waiting  to  hear  from  anyone  from  any  department 
down  there,  and  that  is  that  the  administration  is  no  longer  a  sole 
proprietorship.  You  stated,  "We  look  forward  to  working  in  partner- 
ship with  Congress  to  resolve  these  mutual  concerns."  That  is  a 
breath  of  fresh  air.  I  want  to  thank  you  for  that. 

You  will  work  with  us,  we  hope,  to  get  a  meaningful  program  at 
valuing  these  compensations,  won't  you? 

Ms.  Cohen.  Yes. 

Mr.  Synar.  Now,  you  saw  me  talk  to  Mr,  Campsen  at  great 
length  about  this  information  in  the  OIG  report.  Is  it  the  position 
of  the  administration  that  you  think  the  public  has  the  right  to 
know  such  information  as  what  concessioners  pay  and  what  we  re- 
ceive as  taxpayers? 

Ms.  Cohen.  I'm  only  slightly  familiar  with  the  suit.  I  certainly 
think  that  the  kinds  of  general  information  that  the  Park  Service 
makes   available   and   can   make   available   on   its   concessioners 
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should  be  public  information.  There  may  be  some  things,  I  just 
can't  tell  you  now,  that  are  proprietary  to  an  individual  company. 

Mr.  Synar.  As  you  also  know,  the  GAO  has  reviewed  the  Depart- 
ment's significant  problems  in  control,  accountability,  and  pro- 
grammatic financial  management.  Now  do  you  agree  that  changes 
need  to  be  immediate  in  the  administrative  area? 

Ms.  Cohen.  Yes. 

Mr.  Synar.  Do  you  agree  that  the  key  element  to  improving  that, 
aside  fi-om  certain  changes  in  policies,  is  improving  attitudes  and 
accountability  in  financial  management? 

Ms.  Cohen.  Well,  I've  been  impressed  with  the  attitudes  of  the 
people  I've  been  working  with  so  far.  I  think  that  in  the  last  few 
years,  they  are  paying  increasing  attention  to  this  issue.  I  guess  I'd 
have  to  say  we  intend  to  help  them  and  provide  additional  re- 
sources. 

Mr.  Synar.  And  you  agree  that  internal  controls  have  to  be  tight- 
ened? 

Ms.  Cohen.  Yes. 

Mr.  Synar.  And  you  agree  that  the  financial  information  on  costs 
and  performance  measurements  must  be  tied  to  these  changes? 

Ms.  Cohen.  I  certainly  think  we  need  better  cost  financial  infor- 
mation and  performance  information. 

Mr.  Synar.  I  g^ess  the  bottom  line  is  you  think  we  ought  to  run 
this  government  like  a  business  a  little  bit  better,  don't  you? 

Ms.  Cohen.  I  think  it  could  be  more  businesslike,  yes. 

Mr.  Synar.  Mr.  Lyons,  in  a  new  report  just  released  by  the  sub- 
committee, the  GAO  concluded  that  tne  current  fee  system  for  ski 
areas  does  not  insure  that  we  get  fair  market  value.  Let's  start 
with  the  basics.  Doesn't  the  law  require  that  the  Forest  Service  col- 
lect fair  market  value  from  ski  area  operators  or  permitees? 

Mr.  Lyons.  Yes,  Mr.  Chairman,  it  does. 

Mr.  Synar.  The  GAO  also  found  that  in  1991  privately  owned  ski 
areas  operating  on  Forest  Service  lands  generated  $737  million.  We 
got  $13.5.  That  comes  to  about  2.2  percent.  Do  you  agree  with 
those  figures? 

Mr.  Lyons.  I  agree  that  information  is  contained  in  the  GAO  re- 
port. I  have  to  assume  it's  accurate. 

Mr.  Synar.  Do  you  think  that  2.2  percent  is  a  pretty  small  re- 
turn to  the  taxpayers  for  the  exclusive  use  of  their  assets? 

Mr.  Lyons.  It  certainly  provides  an  appearance  that  would  raise 
questions  among  the  public. 

Mr.  Synar.  That's  not  what  I  asked  you. 

Mr.  Lyons.  I  guess  what  I  would  say  is  if  that  doesn't  amount 
to  fair  market  value,  then  it's  an  inappropriate  amount  to  be  col- 
lecting. 

Mr.  Synar.  What  do  you  think? 

Mr.  Lyons.  Not  being  an  accountant 

Mr.  Synar.  If  I  told  you  to  provide  a  hot  dog,  a  beer,  and  a  pret- 
zel at  Baltimore  Orioles  Stadium,  you  paid  45  cents  of  every  dollar 
you  got  as  a  concession  fee,  and  then  when  you  skied  on  one  of  our 
mountains  exclusively,  that  the  taxpayers  got  a  return  of  1.5  to  2.2, 
would  you  consider  us  Uncle  Sam  or  Uncle  Sucker? 

Mr.  Lyons.  A  very  good  question,  Mr.  Chairman.  I  think  the  only 
way  I  can  answer  that  is  to  say  that  I  hope  this  new  study  the  For- 
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est  Service  is  doing  to  attempt  to  determine  what  fair  market  value 
amounts  to  will  give  us  the  answer  to  the  question  what  is  the  ap- 
propriate amount  of  money  we  should  be  collecting  from  the  conces- 
sioners and  how  should  we  go  about  it. 

Mr,  Synar,  You  heard  us  talking  about  the  Park  Service  conces- 
sioners who  also  provide  nonfee  compensation.  Do  ski  operators  on 
Forest  Service  lands  provide  any  kind  of  nonfee  compensation  such 
as  improvements  to  Federal  buildings? 

Mr.  Lyons.  I  don't  believe  they  do. 

Mr.  Synar.  So  with  ski  operators,  the  fees  they  pay  are  essen- 
tially what  we  get,  that's  all? 

Mr.  Lyons.  That's  correct. 

Mr.  Synar.  Over  the  past  20  years  the  Forest  Service  has 
claimed  on  the  one  hand,  Mr.  Lyons,  that  the  old  fee  rate  was  col- 
lecting fair  market  value  and  claimed  on  the  other  hand  that  it 
does  not  collect  fair  market  value.  In  your  view,  does  the  current 
system  insure  collection  of  fair  market  value,  yes  or  no? 

Mr.  Lyons.  I  don't  know  if  it  does  or  it  doesn't,  Mr.  Chairman. 
We  look  forward  to  finding  out  if  it  does,  based  on  this  new  study. 

Mr.  Synar.  So  which  side  are  you  on? 

Mr.  Lyons.  I'm  on  your  side. 

Mr.  Synar.  Good  answer. 

Mr.  Lyons.  I  can  tell  you  one  thing,  Mr.  Chairman.  In  the  last 
2  weeks,  we  haven't  claimed  that  we're  collecting  fair  market  value 
or  that  we're  not. 

Mr.  Synar.  That's  good.  That's  just  1  week  where  we  haven't  had 
both  sides.  Now  you  may  know  that  past  studies  have  criticized  the 
ski  system  for  collecting  less  than  fair  market  value.  In  fact,  the 
Forest  Service  study  said  that  the  average  permit  fee  was  low.  You 
will  agree  that  those  past  studies  did  that? 

Mr.  Lyons.  Yes. 

Mr.  Synar.  In  1971  and  1979,  the  Forest  Service  attempted  to 
modify  the  ski  system  to  raise  rates,  but  the  ski  industry  opposed 
it,  and  the  proposals  were  eventually  dropped.  Now  how  are  you 
going  to  respond  to  the  latest  report? 

Mr.  Lyons.  We're  going  to  take  the  information  that  comes  out 
of  the  new  study,  the  real  estate  appraisal,  and  attempt  to  deter- 
mine whether  or  not  the  current  system,  the  GRFS  system,  is  pro- 
viding the  fair  market  value  that  is  called  for  in  the  law.  If  it's  not, 
we're  either  going  to  work  through  changes  in  GRFS  or  a  new  sys- 
tem of  trying  to  improve  upon  that.  So  we  comply  with  the  law. 

Mr.  Synar.  Do  you  agree  with  the  present  system  of  approaching 
this  on  a  case-by-case  appraisal? 

Mr.  Lyons.  I'm  not  qualified  to  answer  that.  I  would  suspect  that 
there's  need  to  have  some  flexibility  because  of  the  differences  in 
real  estate  values. 

Mr.  Synar.  You  are  considering  it? 

Mr.  Lyons.  Yes. 

Mr.  Synar.  Will  your  new  approach  require  the  Forest  Service  to 
actually  demonstrate  that  the  fees  are  equal  to  fair  market  value 
as  the  law  requires? 

Mr.  Lyons.  I  think  we  have  an  obligation  to  demonstrate  that  we 
will  collect  fair  market  value,  yes. 
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Mr.  Synar.  The  GAO  recent  ski  report  also  reviewed  an  alter- 
native fee  system  developed  by  the  ski  industry  that  they  proposed 
as  a  substitute.  Did  you  plan  to  use  that  system  as  an  alternative? 

Mr.  Lyons.  Not  necessarily.  That's  one  alternative  to  be  consid- 
ered. 

Mr.  Synar.  They  considered  it  flawed  because  the  industry  alter- 
natives assumed  that  the  current  fee  system  assured  the  fair  mar- 
ket value  but  did  not  address  that  fact.  Do  you  see  the  same  prob- 
lem with  that  alternative  approach? 

Mr,  Lyons.  Well,  I  think  constructing  an  alternative  that  simply 
assumed  that  GRFS  generated  fair  market  value  is  a  flawed  as- 
sumption to  start  with.  That's  why  we  needed  to  do  this  whole 
study,  to  determine  what  did  constitute  fair  market  value.  I  think 
from  that  basis,  we  should  then  design  the  appropriate  system  for 
determining  what  the  fees  should  be. 

Mr.  Synar.  I  want  the  clearest  possible  answer  on  this  if  I  could, 
Mr.  Lyons. 

Mr.  Lyons.  Yes,  sir. 

Mr.  Synar.  We've  had  enough  flip-flopping  around  here  since 
1971.  I've  been  here  since  1978.  Can  I  get  assurances  out  of  you 
that  we're  not  going  to  have  business  as  usual,  and  that  we're  fi- 
nally going  to  get  fair  market  value,  and  that  you  are  going  to  stick 
to  it? 

Mr.  Lyons.  You  have  my  commitment,  Mr.  Chairman. 

Mr.  Synar.  Now,  what  kinds  of  information  are  you  presently 
gathering,  and  how  is  it  going  to  serve  this  new  ski  system? 

Mr.  Lyons.  I  can  actually  address  the  specifics  of  what  kind  of 
data  we  gather.  If  you  like,  I  can  refer 

Mr.  Synar.  Is  it  market  information? 

Mr.  Lyons.  With  regard  to  the  information  that  serves  as  a  basis 
for  GRFS? 

Mr.  Synar.  Right. 

Mr.  Lyons,  why  don't  I  let  Steve  answer  that  to  some  degree? 

Mr.  Synar.  Go  ahead.  Why  don't  you  identify  yourself  for  the 
record? 

Mr.  Deitemeyer.  I'm  Steve  Deitemeyer,  Assistant  Director  for 
Recreation  for  the  Forest  Service. 

Mr.  Synar.  What  kind  of  information  are  you  all  gathering? 

Mr.  Deitemeyer.  Is  the  question  specific  to  the  new  appraisal  or 
to  the  GRFS  system? 

Mr.  Synar.  The  new  appraisal  system. 

Mr.  Deitemeyer.  The  new  system  gathered  information  on  sales 
of  11  areas,  and  what  each  new  company  acquired,  purchase  price 
for  each  one  of  those  areas. 

Mr.  Synar.  So  that's  market  information,  correct? 

Mr.  Deitemeyer.  Differentiating  between  proprietary  informa- 
tion and  open  market  information. 

Mr.  Synar.  Are  you  gathering  both? 

Mr.  Deitemeyer.  We're  gathering  actual  sales  information  based 
on  purchase,  on  what  they  actually  purchased. 

Mr.  Deitemeyer.  Now  when  will  your  review  be  done  and  when 
do  you  expect  that  new  system  to  be  in  place? 

Mr.  Deitemeyer.  We  expect  to  brief  the  chief  and  staff  and  the 
secretary's  office  by  the  middle  of  June.  Based  on  that  review,  any 
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additional  work  would  come  after  that.  I  would  hope  because  this 
is  our  top  priority  that  it  will  be  available  to  you  and  other  inter- 
ested groups  by  late  June  or  first  of  July. 

Mr.  Synar.  This  year? 

Mr.  Deitemeyer.  Yes,  sir. 

Mr.  Synar.  I'll  ask  you  the  same  question  I  asked  Ms.  Cohen. 
Would  you  agree  that  even  when  entrance  fees  are  raised  and  the 
necessary  improvements  have  been  made,  Mr.  Lyons,  that  resource 
agencies,  such  as  yourself,  will  still  be  faced  with  a  management 
and  maintenance  crisis  if  corrective  actions  are  not  taken  imme- 
diately? 

Mr.  Lyons.  I  believe  there  is  a  backlog  of  need  there  that  has 
to  be  addressed. 

Mr.  Synar.  And  would  you  also  agree  that  the  following  things 
need  to  be  done,  that  you  need  improved  overall  management,  you 
need  a  development  of  policies  and  guidelines  to  properly  admin- 
ister it,  that  you  need  financial  tracking  information  systems,  that 
you  need  to  develop  fair  market  value  appraisals  for  ski  area  per- 
mits, that  you  need  proper  accounting  for  nonfee  compensation  and 
other  contributions? 

Mr.  Lyons.  I  believe  there's  room  for  improvement  in  all  those 
areas. 

Mr.  Synar.  I  need  to  know  if  all  those  areas  are  within  your  pa- 
rameters? 

Mr.  Lyons.  I  can't  speak  specifically  to  each  of  those  areas.  I 
would  say  this  generally,  that  we  need  a  better  data  system  to 
gather  information  on  fees,  to  track  fees,  better  monitoring  of  those 
fees  and  the  collections,  improvements  in  our  audit  system. 

Mr.  Synar.  What  about  the  management  culture?  I  asked  Ms. 
Cohen  about  that.  Is  there  going  to  be  a  change  in  management 
culture  down  there  at  the  Forest  Service? 

Mr.  Lyons.  I  would  agree  with  Bonnie's  characterization.  I  think 
they're  some  very  good  people.  I  think  they  just  need  some  new  di- 
rection, some  new  guidance.  That's  one  of  the  reasons  we're  there, 
to  provide  that. 

Mr.  Synar.  Do  you  agree  that  the  Forest  Service  has  to  develop 
and  implement  strict  priorities  for  financial  and  management  im- 
provements? 

Mr.  Lyons.  Again,  I  think  improvements  are  certainly  needed.  I 
had  my  first  meeting  yesterday  with  the  deputy  chief  financial  offi- 
cer at  USDA  and  we  began  a  discussion  related  to  this.  As  you 
know,  it's  not  only  an  issue  in  the  recreation  area. 

Mr.  Synar.  Strong  internal  controls,  too? 

Mr.  Lyons.  Yes,  sir. 

Mr.  Synar.  And  as  I  asked  Ms.  Cohen,  aren't  we  talking  here 
about  running  the  government  like  a  business? 

Mr.  Lyons.  I  think  that  would  help  tremendously. 

Mr.  Synar.  Let  me  conclude  by  saying  that  as  I  said  in  my  open- 
ing statement  that  over  the  past  50  years  the  Federal  Government 
has  literally  spent  billions,  billions,  of  taxpayer's  dollars  to  develop 
this  vast  array  of  recreational  resources.  For  almost  as  long,  our 
concerns  have  been  raised  about  how  those  resources  have  been 
managed. 
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As  we've  seen  today,  even  after  four  hearings,  these  concerns  still 
continue.  What  we're  talking  about  in  my  estimation  are  business 
opportunities  that  most  people  only  dream  about.  You  know,  you 
have  exclusivity,  almost  monopolies  in  many  of  these  cases.  Once 
the  necessary  housekeeping  matters  are  resolved,  we  turn  to  more 
pressing  issues  of  how  we're  going  to  deal  with  the  deterioration  of 
our  parks. 

We  have  spiraling  costs  of  operation  and  maintenance.  The  qual- 
ity and  type  of  services  offered  by  the  concessioners  needs  to  be  re- 
viewed, the  fairness  of  the  charges  that  the  public  pays,  the  profits 
of  the  concessioners,  and  the  fees  that  we  give  to  our  taxpayers 
through  the  exclusive  right,  and  to  the  Treasury. 

I  think  it's  clear  that  you  all  know  that  I  think  a  time  for  change 
is  long  overdue.  We  have  to  change  the  way  we  do  business.  We 
have  to  change  the  attitude  of  the  way  we're  operating  these  agen- 
cies. We  need  a  first-rate  system  for  a  first-rate  product,  which  is 
our  national  system. 

I  hope  that  you  all  will  take  this  as  an  invitation  to  work  with 
the  committee  and  to  expeditiously  and  efficiently  get  us  on  track. 
I  can  tell  ^ou  that  Leon  Panetta,  George  Miller  and  I,  and  others 
are  committed  to  this  principle,  and  we  look  forward  to  working 
with  you. 

We  thank  all  of  you  all  for  coming  today,  and  this  concludes  the 
hearing. 

[Whereupon,  at  11:45  a.m.,  the  hearing  adjourned,  to  reconvene 
subject  to  the  call  of  the  Chair.] 
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Material  Submitted  for  the  Hearing  Record 

SKI  AREA  CORPORATE  OWNERSHIP 

Corporate  ownership  listing  for  ski  areas  with  more  than  $10 
million  in  sales  subject  to  GRFS  fee  calculations.  (Source: 
U.S.  Forest  Service) 


AREA  NAME 

CORPORATE  AFFILIATION 

1 

VAIL 

Vail  Associates,  Inc. 
Vail,  CO 

Apollo  Ski  Resorts 
Apollo  Investments  Fund 
Los,  Angeles,  CA 

STEAMBOAT 

Steamboat  Ski  &  Resort  Corp. 
Steamboat  Springs,  CO 

Kamori  Kanko,  Co.,  LTD 
Sapporo  City,  Hokkoido,  JAPAN 

KEYSTONE 

Keystone  Resort  Management, 

Inc. 

Keystone,  CO 

Ralston  Purina 
St.  Louis,  MO 

BRECKENRIDGE 

Breckenridge  Ski  Corp. 
Breckenridge,  CO 

Ralston  Purina  (new  corner) 
St.  Louis,  MO 
(previous  owner) 
Victoria  Breckenridge  Corp. 
Victoria  USA,  JAPAN 

SNOWMASS 

Aspen  Skiing  Co. 
Aspen,  CO 

Miller/Davis/Crown 
Denver,  CO 

WINTER  PARK/MARY  JANE 

Winter  Park  Recreational 
Assoc. 
Winter  Park,  CO 

City  and  County  of  Denver 
Denver,  CO 

HEAVENLY  VALLEY 

Heavenly  Valley,  LTD. 
State  Line,  NV 

Kamori  Kanko,  CO.  LTD 
Sapporo  City,  Hokkoido,  JAPAN 

COPPER  MOUNTAIN 

Copper  Mountain,  Inc. 
Copper  Mountain,  CO 

AOC  Limited  Partnership 
St.  Louis,  MO.  (new  owner) 
(previous  owner) 
The  Horsham  Corporation 
Toronto ,  CANADA 

MAMMOTH/SKI  JUNE  MOUNTAIN 
Mammoth  Mountain  Inc. 
Mammoth  Lakes,  CA 

No  parent  company  affiliation 

BEAVER  CREEK 

Vail  Associates,  Inc. 
Vail,  CO 

Apollo  Ski  Resorts 
Apollo  Investments  Fund 
Los  Angeles,  CA 
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SNOW  SUMMIT 

Snow  Summit  Ski  Corp. 
Big  Bear  Lake,  CA 

No  parent  company  affiliation 

MT.  BACHELOR 

Mt.  Bachelor,  Inc. 
Bend,  OR 

No  parent  company  affiliation 

MT.  SNOW 

Mt.  Snow,  LTD. 
West  Dover,  VT 

S-K-I  Limited 
Killington,  VT 

ASPEN 

Aspen  Skiing  Co. 
Aspen,  CO 

Miller/Davis/Crown 
Denver,  CO 

ALPINE  MEADOWS 

Alpine  Meadows  Ski  Corp. 
Tahoe  City,  CA 

Alpine  Meadows  of  Tahoe,  Inc. 
Tahoe  City,  CA 

BEAR  MOUNTAIN 

Bear  Mountain  Ski  Resort 
Big  Bear  Lake,  CA 

S-K-I  Limited 
Killington,  VT 

SNOWBIRD 

Snowbird,  Inc. 
Snowbird,  UT 

Snowbird,  LTD. 
Snowbird,  UT 

ALTA 

Alta  Ski  Lifts  Company 
Alta,  UT 

No  parent  company  affiliation 

JACKSON  HOLE 

Jackson  Hole  Ski  Corporation 
Teton  Village,  WY 

Jackson  Hole  Ski  Management  Co 
Teton  Village,  WY 

LOON  MOUNTAIN 

Loon  Mt.  Recreation  Corp. 
Lincoln,  NH 

No  parent  company  affiliation 

SNOWQUAMIE  SUMMIT/ALPENTAL/ 
SKI  ACRES 

Ski  Lifts,  Inc. 
Mercer  Island,  WA 

No  parent  company  affiliation 

CRYSTAL  MOUNTAIN 

Crystal  Mountain,  Inc. 
Crystal  Mountain,  WA 

No  parent  company  affiliation 

SUN  VALLEY 

Sun  Valley  Company 
Sun  Valley,  ID 

Sinclair  Oil  Company 
Salt  Lake  City,  UT 
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United  States  Department  of  the  Interior 

OFFICE  OF  THE  SECRETARY 
WASHINGTON,  D.C.     20240 


SEP  -  -    -I 

Honorable  Charles  A.  Bowsher 
Comptroller  General  of  the 

United  States  71 

Washington,  D.C.   20548  ,_- 

Dear  Mr.  Bowsher:  ^ 

Enclosed  is  the  Departmcni  of  the  Interiors  response  lo  the  recommendations  in  the 
General  Accounting  Office  (GAO)  report  entitled,  "Federal  Interests  Not  Adequately 
Protected  in  Land-Use  Agreements"  (GAO/RCED-91-174). 

The  Bureau  of  Reclamation  concurs  with  the  GAO  recommendations  and  is  strengthening 
existing  policy  instructions  and  guidelines  relating  to  land  use  agreements  and  postponing 
negotiation  where  possible  on  future  agreements  until  such  instructions  are  available. 
Implementation  of  these  recommendations  is  discussed  in  greater  detail  in  the  enclosure. 

Sincerely, 


ACtin?  /Assistant  Secretary 

for  Water  and  Science 


Enclosure 


Celebrating  the  United  Slates  Constitution 
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Identical  Letters  to: 

Honorable  John  Conyers,  Jr. 
Chairman,  Committee  on  Government 

Operations 
House  of  Representatives 
Washington,  D.C.  20515 

Honorable  John  Glenn 
Chairman,  Committee  on 

Governmental  Affairs 
United  States  Senate 
Washington,  D.C.   20510 

Honorable  Richard  G.  Darman 
Director,  Office  of  Management 

and  Budget 
Executive  Office  Building,  Room  252 
Washington,  D.C.   20503 

Honorable  Robert  C.  Byrd 
Chairman,  Committee  on 

Appropriations 
United  States  Senate 
Washington,  D.C.  20510 

Honorable  Jamie  L.  Whitten 
Chairman,  Committee  on 

Appropriations 
House  of  Representatives 
Washington,  D.C.  20515 
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Response  to  General  Accounting  Office  Report 

"Federal  Interests  Not  Adequately  Protected 

In  Land-Use  Agreements" 

GAO/RCED-9M74 

GAP  Recommendation 

In  order  to  ensure  that  Federal  interests  are  adequately  protected  in  any  future 
agreements  for  the  non-federal  use  of  Bureau  lands  for  recreation,  we  recommend  that 
the  Secretary  of  the  Interior  direct  the  Commissioner  of  the  Bureau  of  Reclamation  to 
expeditiously  establish  policies  and  guidance  on: 

•  when  and  under  what  conditions  (1)  the  government  should  be  compensated 
for  the  use  of  Bureau  lands,  (2)  public  access  restrictions  are  permissible,  and 
(3)  private  operators  should  be  allowed  to  establish  public-use  fees; 

•  what  constitutes  the  appropriate  development  of  lands  in  the  public  interest 
for  recreation;  and 

•  monitoring  and  oversight,  including  verification,  of  limits  placed  on  public- 
access  restrictions  and  public-use  fees  established  by  private  operators. 

Reclamation  Response 

Concur.   Current  Reclamation  policy  and  guidance  instructions  are  being  revised. 
This  recommendation  and  recommendations  from  the  Department  of  the  Interior's 
task  force  on  concession  management  will  be  considered  and  incorporated  into  the 
revised  Reclamation  Instructions.  The  responsible  official  is  the  Assistant 
Commissioner  -  Resources  Management;  target  completion  date  is  August  31, 
1992. 

GAP  Recommendation 

We  also  recommend  that  any  future  negotiation  of  agreements  with  non-federal  public 
entities  or  any  approval  of  further  development  under  existing  agreements  be  postponed 
until  the  Bureau  has  established  and  implemented  the  above  policies  and  guidance. 

Reclamation  Response 

Concur.   Interim  instructions  will  be  issued  through  a  memorandum  requiring  that 
all  proposed  agreements  or  amendments  be  reviewed  by  the  Assistant 
Commissioner  -  Resources  Management.  This  review  will  ensure  that  the 
concerns  raised  in  the  first  recommendation  are  addressed.  The  responsible 
official  is  the  Assistant  Commissioner  -  Resources  Management;  target  completion 
date  is  Pctober  15,  1991. 


112 


Reclamation's  General  Comments 

The  overall  tone  of  the  report  and  the  first  recommendation  imply  that  policies  and 
guidance  on  land-use  agreements  are  nonexistent.   Reclamation  did  have  such  policies 
and  guidelines  in  place  at  the  time  of  the  audit.   As  previously  stated,  these  are  currently 
being  revised. 

The  discussion  on  page  4  states  that  "Construction  of  phase  two  will  proceed  as  private 
financing  becomes  available."   We  wish  to  clarify  that  the  construction  of  additional 
facilities  at  the  equestrian  center  has  been  approved  in  concept  only.   Reclamation  must 
grant  specific  approval  for  each  attraction  before  construction  can  begin  even  when 
private  financing  becomes  available.   In  fact,  some  facilities  listed  have  already  been 
disapproved  by  Reclamation. 

The  report  failed  to  point  out  that  as  a  result  of  the  land-use  agreement  with  the  city  of 
Scottsdale  approximately  $200,000  in  annual  operation  and  maintenance  costs  for  project 
lands  have  been  assumed  by  the  city. 
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TAKE' 


United  States  Department  of  the  Interior    flg^} 


OFFICE  OF  THE  SECRETARY 
WASHINGTON,  D.C.  20240 

September  3,  1991 


Honorable  John  Conyers,  Jr. 
Chairman,  Conunittee  on 

Government  Operations 
House  of  Representatives 
Washington,  D.C.   20515 

Dear  Mr.  Chairman: 

This  is  the  Department  of  the  Interior's  (Department)  response  to 
the  final  General  Accounting  Office's  (GAO)  report,  "FEDERAL  LANDS; 
Improvements  Needed  in  Managing  Concessioners".  GAO/RCED-91-163 . 
We  generally  agree  with  GAO's  findings  and  recommendations. 

At  the  request  of  the  Secretary  of  the  Interior,  an  interagency 
task  force  has  been  created  to  review  concessions  operations.  One 
of  its  goals  is  to  look  for  ways  in  which  improved  management  in 
the  concessions  operations  can  be  achieved.  The  task  force 
members,  which  include  representatives  of  the  Department  of 
Agriculture  and  the  Corps  of  Engineers,  have  been  meeting  on  a 
regular  basis  and  expect  to  submit  preliminary  findings  and 
recommendations  to  the  Secretary  before  the  end  of  the  year.  The 
Secretary  plans  to  present  a  revised  concessions  policy  to  Congress 
as  recommended  in  the  GAO  report. 

More  detailed  responses  to  the  GAO's  recommendations  are  provided 
in  the  enclosure.  If  you  have  any  questions  regarding  this 
information,  please  let  us  know. 


Sincerely, 


Assistant  Secretar^  for  Fish  and 
Wildlife  and  Parks 


Enclosure 
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Enclosure 
RESPONSE  TO  GAO  RECOMMENDATIONS 


GAP  Recommendation  #1  (page  7) 

We  recommend  that  the  Secretaries  of  the  Interior,  Agriculture,  and 
Defense  require  the  heads  of  the  six  agencies  with  the  greatest 
amounts  of  recreation  lands  to  develop  and  maintain  centralized 
concessioner  data  that  include  (1)  the  type  of  agreement,  (2)  the 
length  of  the  agreement,  (3)  its  expiration  date,  (4)  the  services 
provided,  (5)  gross  receipts,  (6)  fees  paid  to  the  government,  and 
(7)  the  value  of  nonfee  compensation. 

Department  Response 

The  Department  generally  agrees  with  the  recommendation.  Certain 
components  took  exception  to  the  overall  conclusion  that  basic 
information  was  not  available  to  effectively  manage  concession 
operations  merely  because  it  was  maintained  at  the  local  level 
where  decisionmaking  was  made  on  a  decentralized  basis.  However, 
overall,  the  Department  agrees  that  more  detailed  and  accurate 
information  should  be  maintained  on  concessions  activities. 

On  March  21,  1991,  the  Secretary  of  the  Interior  (the  Secretary) 
directed  the  Department  to  convene  an  interagency  task  force  to 
include  representatives  of  the  Department's  land  management  bureaus 
as  well  as  the  Corps  of  Engineers  and  the  Forest  Service.  The  task 
force  has  been  meeting  on  a  regular  basis  and  is  reviewing  common 
concessions  issues  including  the  feasibility  of  developing  a  common 
data  base,  the  definition  of  what  should  be  included  (e.g., 
"concession  agreements",  "commercial  use  permits",  etc.),  and 
desirable  changes  in  fee  schedules,  contract  evaluations,  training, 
and  management  of  concessions  operations  on  Federal  recreation 
lands.  Since  there  was  not  unanimous  agreement  that  all  seven  data 
elements  proposed  in  the  recommendation  should  be  included  in  a 
centralized  data  base,  the  task  force  will  also  review  this  issue. 

It  is  expected  that  the  task  force  will  present  its  preliminary 
findings  and  recommendations  to  the  Secretary  in  September  1991. 
The  Secretary  plans  to  present  a  revised  concessions  policy  to 
Congress,  as  recommended  in  early  1992.  It  will  have  been 
coordinated  with  the  Secretaries  of  Agriculture  and  Defense. 
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Enclosure  (page  2) 


GAP  Recommendation  #2  (page  7) 


In  addition,  we  recommend  that  once  this  information  has  been 
collected,  the  agencies  develop  and  present  to  the  Congress  a 
policy  to  achieve  greater  consistency  in  the  management  of 
concession  operations. 

Department  Response 

The  Department  agrees  with  the  recommendation.  For  some  time  the 
Secretary  has  been  interested  in  concessions  management  policies. 
He  recently  directed  a  review  of  concessions  activities  in  the 
National  Park  Service  (NPS) ,  the  Department's  bureau  with  the 
largest  concessions  operations.  This  included  an  Inspector  General 
audit,  establishment  of  an  NPS  Task  Force  to  review  operations  and 
recommend  changes,  and  approval  of  an  NPS  action  plan.  These 
activities  raised  additional  questions  regarding  consistency  of 
concessions  policies  among  bureaus,  inclusion  of  "special  use"  and 
"commercial  use"  permits  in  concessions  policies,  etc. 
Accordingly,  the  Secretary  established  the  interagency  task  force 
referenced  above.  One  of  the  goals  will  be  to  identify  ways  in 
which  greater  consistency  in  concessions  operations  can  be 
achieved.  As  indicated  in  the  Department's  response  to  GAO 
Recommendation  #1,  it  is  anticipated  that  the  revised  concessions 
policy  will  be  submitted  to  Congress  in  early  1992. 
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Sno. engineering,  Inc  603  444  4811 

13  School  Street  FAX  444  0414 

Littleton.  NH 
03561 


^^Ar  Testimony  of  Tim  Beck,  Sno-Engineering  Inc. 

y^^^y^  concerning  S.  2606 

sno.engineermg  before 

The  Senate  Subcommittee  on  Public  Lands,  National  Parks 

&    Forests 


USA 


LITTLETON     NH 


a^LLEVUE,  WA 
CANADA 


JAPAN 


June  25,  1992 
Mr.  Chairman, 


PARK  CITY  uT  fjy  name  is  Tim  Beck  and  I  am  the  President  of  Sno-Engineering 
Inc.  ,  headquartered  in  Littleton,  New  Hampshire.  We  also  have 
offices  in  Bellevue,  Washington;  Park  City,  Utah;  Lyme,  New 
Hampshire;  and  Whistler,  British  Columbia.  Since  our  founding  in 

wHisTLEP  Bc  1958,  we  have  worked  on  over  1000  projects  involving  all  phases  of 
ski  area  appraisal,  planning,  design,  evaluation  and  operation 
consulting.  We  are  the  largest  mountain  resort  planning  firm  in 

o**^"  North  America  and  also  have  significant  expertise  in  mountain 
appraisals. 

I  appear  before  you  today  to  address  issues  relating  to  whether 
the  ski  area  fee  formula  contained  in  S.  2606  and/or  the  existing 
Graduated  Rate  Fee  System  achieves  a  fair  market  value  rental 
return  to  the  United  States. 

This  question  is  complicated  by  the  fact  that  ski  areas  are  a 
relatively  unique  use  of  the  public  lands.  Unlike  many  other  uses 
such  as  mining,  oil  and  gas  development,  timber  harvest  and 
livestock  grazing,  the  ski  industry  does  not  extract  a  renewable 
or  non-renewable  commodity  from  the  land.  Instead,  what  the  ski 
industry  does  is  essentially  lease  raw,  undeveloped  land,  install 
all  improvements  on  the  land,  and  then  use  those  improvements  to 
attract  business  and  provide  recreational  and  mixed  use 
opportunities  to  the  public. 

While  National  Parks  and  other  high  visitation  Federal  lands 
attract  the  public  because  of  pre-existing  values,  ski  areas 
attract  the  public  largely  because  of  the  private  capital  which  is 
invested  in  the  mountain.  In  short,  it  is  not  the  commodity 
provided  by  the  government  (land)  that  draws  the  public  to  ski 
areas,  but  rather  the  quality  of  the  lifts,  trails,  snowmaking,  ski 
schools  and  other  facilities  which  the  ski  area  places  on  the  land 
entirely  at  its  own  expense. 

In  analyzing  whether  a  rental  fee  returns  fair  market  value  to 
the  landlord,  several  standard  evaluation  or  appraisal  techniques 
can  be  used.  My  testimony  will  focus  on  the  three  approaches  which 
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the  1988  General  Accounting  Office  (GAO)  fee  report  to  Senator 
Metzenbaum  suggested  might  be  the  most  accurate  indicators  of  fair 
market  value: 

Percent  of  net  profits  paid  in  rent 

The  1988  GAO  report  to  Senator  Metzenbaum  described  several 
studies  which  suggested  that  a  fee  system  which  captured  10-2  4 
percent  of  an  operator's  profit  would  achieve  fair  market  value. 

We  submit  that  both  the  existing  GRFS  and  the  proposed  new 
formula  of  S.  2606  do  far  better  than  that. 

For  example,  a  1989  University  of  Colorado  study  (the  so-called 
Goeldner  study)  revealed  that  average  ski  area  profits  before  taxes 
were  3.5%  of  revenues.  For  the  same  year,  1989: 

-the  Forest  Service  has  told  Congressman  Synar's  Government 
Operations  Subcommittee  that  ski  areas  paid  an  average  of  2.4% 
of  revenues  in  rental  fees; 

-a  1989  survey  by  the  American  Ski  Federation  of  its  members 
indicated  an  average  of  2.89%  of  revenues  is  paid  in  fees. 

Using  these  alternate  figures,  it  can  be  readily  determined  that 
the  average  rental  fee  equals  from  between  69%  to  83%  of  annual 
profits,  which  is  many  times  higher  than  the  10-24%  recommendations 
discussed  in  the  GAO  study. 

Despite  the  fact  that  the  ski  industry  is  already  exceeding  the 
percent  of  profitability  test  cited  by  GAO,  Sno-Engineering 
believes  there  are  drawbacks  to  its  use  if  revenue  neutrality  is 
of  concern  to  the  United  States.  That  is  because  in  any  given  year 
the  Goeldner  study  and  others  have  estimated  that  approximately  one 
third  to  one  half  of  ski  areas  only  break  even,  or  lose  money,  and 
therefore  have  little  or  no  profit  and  would  pay  no  rent.  Switching 
to  a  percent  of  profits  test,  therefore,  could  significantly  reduce 
revenues  to  the  United  States  from  current  levels. 

Rates  paid  for  ski  area  use  of  other  Federal,  State  or  private 
lands 

The  "comparability"  or  "comparable  sales"  approach  to  market 
evaluation  is  the  method  generally  preferred  by  appraisers  to 
provide  the  most  accurate  indication  of  whether  fair  market  value 
is  being  realized. 

Finding  "comparables"  for  ski  mountain  rentals  is  not  as  easy 
as  it  is  for  other  leasing  situations  because  the  vast  majority  of 
ski  areas  in  North  America  that  are  not  on  government  land,  own 
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their  own  land  and  do  not  pay  rent. 

The  lack  of  comparables  was  cited  in  the  1988  GAO  report  to 
Senator  Metzenbaum,  which  stated: 

"Because  of  dissimilarities  of  the  resorts,  we  could  not  conduct 
a  meaningful  comparison  of  fees  paid  by  resorts  operating  on 
service  land  and  those  paid  by  resorts  operating  on  state  and 
private  lands."  (Chapter  2,  page  18) 

However,  since  publication  of  the  1988  GAO  report,  the  ski 
industry  has  conducted  an  exhaustive  survey  of  ski  areas  in  the 
United  States  and  Canada  and  has  assembled  information  on  areas 
which  do  lease  government  or  private  lands.  The  findings  of  this 
survey,  which  we  believe  covers  every  larger  size,  non-National 
Forest  ski  area  in  the  North  America,  are  contained  in  Appendix  A 
to  this  testimony. 

Somewhat  to  our  surprise,  given  GAO's  conclusions,  quite  a  few 
comparables  do  exist.  More  importantly,  they  confirm,  in  our 
opinion,  that  the  Forest  Service  has  been  a  fairly  tough  negotiator 
and  has  set  rental  fees  that  are  significantly  higher  than  most 
other  government  or  private  rates.  For  example,  in  the  most 
significant  cases  we  could  find  involving  larger  ski  areas  which 
lease  lands  from  State  or  private  landowners: 

-25  areas  in  British  Columbia,  Canada,  including  the  two  largest 
areas  in  all  of  Canada,  Whistler  Mountain  and  Blackcomb,  are 
located  on  provincial  land  and  pay  a  flat  fee  of  2%  of  lift 
revenues  (approximately  1.4%  of  gross  revenues)  to  the  Provincial 
government.  In  many  areas,  the  government  has  also  financed  roads 
and  other  infrastructure  and  makes  the  lease  even  more  attractive 
by  selling  valuable  base  property  to  the  developer  at  raw  land 
cost. 

-5  areas  in  British  Columbia  located  on  Park  land  pay  a  fee 
of  2%  of  gross  revenues 

-4  areas  in  Alberta,  Canada,  located  on  National  Park  land  pay 
2%  of  gross  revenues  to  the  Crown 

-the  Mt.  Tremblant  ski  area  in  Quebec,  one  of  the  oldest  in 
North  America,  pays  a  flat  rate  of  $5000  per  year  to  the 
province,  which  amounts  to  a  mere  7/lOOths  of  one  percent  of 
gross  revenues. 

In  British  Columbia,  the  fees  are  paid  on  lift  revenues  only. 
No  fees  are  paid  on  ski  school,  restaurant,  ski  shop  and  other  non- 
lift  revenues,  which  typically  average  about  30%  of  gross  income. 
Thus  when  compared  to  GRFS  or  the  new  formula  proposed  in  S.  2606, 
the  effective  British  Columbia  provincial  rate  is  only  1.4%  of 
gross  revenues. 
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In  the  United  States  fewer  comparables  exist,  but  for  those  that 
do  exist: 

-the  Alpine  Meadows  ski  area  in  California,  which  is  located 
in  a  checkerboard  land  ownership  area,  pays  the  same  GRFS  rent 
to  the  Nature  Conservancy  and  the  Southern  Pacific  Land 
Company  as  it  does  to  the  Forest  Service; 

-Park  City  in  Utah  pays  1%  of  the  first  $100,000  in 
gross  lift  ticket  sales  and  0.5%  of  such  sales  above  $100,000 
to  a  private  lessor 

-Deer  Valley  in  Utah  pays  a  combined  rate  of  1.25  %  of  net  lift 
ticket  sales  to  private  lessors; 

-a  very  large  New  England  ski  area  owns  its  base  facilities  but 
pays  2%  of  its  ski-related  gross  revenues  to  a  private  lessor; 

-the  Silver  Mountain  ski  area  in  Idaho  pays  one  dollar  per  year 
to  lease  its  1500  acre  mountain  from  a  private  corporation; 
and 

-several  smaller  size  areas  pay  rates  either  equal  to,  or  less 
than,  they  would  pay  if  located  on  National  Forest  land. 

To  summarize,  the  following  list  compares  how  Forest  Service 
fees  under  either  GRFS  or  S.  2606  stack  up  against  other  government 
or  private  rates  where  the  lessor  does  not  build  or  finance 
facilities: 

average  effective 
lessor/area  gross  lease  rate 


GRFS 

S.  2606 

Alpine  Meadows  (Calif.) 

British  Columbiia  province  (25  areas) 

British  Columbia  Parks  (5  areas) 

Alberta  National  Parks  (4  areas) 

Mt.  Tremblant  -  Quebec  Province 

Silver  Mountain  (Idaho) 

New  England  (anonymous) 

Deer  Valley  (Utah) 

Park  City  (Utah)  (see  Appendix  A) 

Sundance  (Utah) 


2.4% 
2.4% 
GRFS 
1.4% 


0% 
0% 
07% 
0% 


2.0% 
1.25%  of  lifts  only 
0.5%+  of  lifts  only 

GRFS 


As  you  can  see,  the  rates  proposed  by  S.  2606  are  significantly 
higher  than  any  "comparable"  we  could  find  where  the  lessor  does 
not  own  or  invest  in  the  mountain  or  base  facilities.  Further,  as 
ski  area  revenue  growth  nationwide  has  been  exceeding  the  annual 
Consumer  Price  Index,  and  is  expected  to  continue  to  do  so.  more 
and  more  ski  areas  will  enter  into  the  2.75%  and  4%  brackets,  so 
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the  effective  rate  should  increase  above  the  current  2.4%  estimate. 

The  only  lease  situations  we  could  find  where  effective  rates 
were  slightly  higher  than  GRFS  were  1  area  in  Washington  State  and 
several  areas  in  Vermont.  However,  in  both  those  cases  the  State 
builds  or  owns  buildings,  parking  lots,  roads  or  other  facilities 
which  are  part  of  the  lease  arrangement.  In  short,  more  than  a  raw 
land  lease  is  involved.  Further,  the  lease  tenure  in  Vermont  is 
60-99  years  versus  30-40  years  with  the  Forest  Service,  and  is  a 
true  lease  which  is  freely  transferrable  and  not  revocable.  In 
addition,  the  fee  rate  is  a  contractual  item  which  cannot  be 
changed  by  the  Legislature  until  the  leases  expire,  which  in  most 
cases  runs  well  into  the  middle  of  the  next  century. 

It  is  also  worthwhile  to  note  that  many  States  and  communities, 
and  to  a  lesser  degree,  private  corporations,  make  their  lands 
available  for  skiing  at  a  subsidized,  or  heavily  discounted,  rate. 
And,  as  previously  mentioned,  some  States  and  units  of  local 
government  own  and  operate  ski  areas. . .usually  at  a  loss  or  break 
even  scenario,  at  best. 

These  State  and  private  subsidies  indicate  that  arguments  can 
be  made  that  public  land  should  be  made  available  for  skiing  free 
of  charge.  While  we  are  not  advocating  such  a  position,  and  are 
indeed  proposing  fees  that  are  higher  than  most  prevailing  lease 
rates  on  State  or  private  land,  we  do  believe  that  it  is  another 
indication  that  both  GRFS  and  S.  2606  will  achieve  "fair  market 
value" 

Comparison  to  land  holding  costs 

Another  valid  means  of  determining  fair  market  value  is  to 
compare  the  annual  rental  fee  to  what  it  would  cost  a  ski  area  to 
finance  a  mortgage  if  it  owned  the  land  itself.  Such  a  comparison 
is  logical  because  most  ski  areas  in  the  United  States  do  own  their 
own  land  and  compete  directly  with  areas  located  on  National  Forest 
land.  If  this  approach  is  utilized  on  either  a  nationwide  or  local 
basis,  both  GRFS  and  the  proposed  new  formula  look  very  favorable 
to  the  United  States. 

The  average  cost  of  undeveloped  mountain  real  estate  in  the 
west,  where  most  national  forest  ski  areas  are  located,  can  run 
from  below  $200  to  as  high  as  $1000  per  acre,  depending  on  factors 
such  as  elevation,  access,  proximity  to  established  communities, 
etc.  An  example  of  the  lower  end  of  the  spectrum  with  which  the 
Committee  may  be  familiar  is  the  proposed  Cherokee  Park 
project,  where  the  Administration  is  seeking  funds  to  purchase 
18,000+  acres  of  mountainous  land  north  of  Rocky  Mountain  National 
Park  at  a  cost  of  $  213  per  acre.  Numerous  similar  examples  abound. 
Even  in  the  Mining  Districts  around  Aspen,  Colorado,  which  has  one 
of  the  hottest  real  estate  markets  in  the  nation,  high  elevation 
lands  of  the  type  generally  developed  for  skiing,  rarely  exceed 
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$1000  per  acre. 

Perhaps  even  more  on  point,  in  1990  the  Forest  Service  completed 
an  appraisal  of  the  land  value  for  the  proposed  Valbois  ski  area 
in  Idaho.  That  appraisal,  which  is  the  most  current  western  example 
we  could  find,  valued  the  2800  acres  of  National  Forest  land  at 
$632  per  acre.  Incidentally,  Valbois  is  located  in  heavily  traveled 
recreation  corridor  and  is  within  approximately  1  1/2  hours  drive 
of  Idaho's  major  population  center  in  Boise,  so  land  values  should 
are  somewhat  typical  of  many  major  ski  areas. 

Sno-Engineering  is  also  familiar  with  the  following  recent  sales 
of  land  in  or  adjacent  to  existing  or  proposed  ski  areas: 


Area/State 

Wisp,  MD 

Silver  Creek,  WV 

Tory,  WV 

Freyburg,  ME  (Shawnee  Mt.) 

Conway,  NH  (Mt.  Cranmore) 

Winhall,  VT 

Sugarloaf  Ski  Area,  ME 


Acres  sold 

Date  of  sale 

Price/acre 

2,383 

May  1989 

$1274/acre 

2,027 

October  1989 

$641/acre 

1,664 

1982/83 

$811/acre 

1,918 

October  1990 

$473/acre 

2,800 

August  1990 

$260/acre 

7,065 

February  1990 

$312/acre 

1,648 

December  1990 

$228/acre 

The  point  is  that  mountain  real  estate  of  the  type  leased  for 
skiing  has  a  very  low  value.  This  should  not  be  surprising,  because 
ski  areas  are  largely  located  in  remote,  steep,  high  elevation 
terrain  where  few  other  valuable  land  uses  are  possible. 

If  an  average  value  of  $200-1000  per  acre  is  used  for  mountain 
real  estate,  the  annual  carrying  costs  for  a  10%,  3  0  year  mortgage 
rate  on  the  90,000  acres  of  national  forest  land  currently 
developed  under  permit  would  be  as  follows: 


Average  land  value 

$200/acre 
$500/acre 
$1000/acre 


carrying  cost  for  90,000  acres 

$  1,900,000 
$  4,770,000 
$   9,550,000 


Only  at  around  $1575  per  acre,  or  almost  2  1/2  times  the  value 
of  the  Valbois  appraisal,  would  the  carrying  cost  for  90,000  acres 
be  equivalent  to  the  $15  million  currently  paid  in  fees  under  GRFS 
or  the  proposed  new  formula. 


We  stress  this  approach  because  the  vast  majority  of  ski  areas 
in  the  United  States  that  are  not  on  National  Forest  land  own  their 
own  land.  The  carrying  costs  of  such  ownership  are  substantially 
less  than  the  fee  that  would  have  to  be  paid  if  the  land  were  owned 
by  the  Forest  Service  and  leased  pursuant  to  GRFS  or  S.  2606.  Put 
another  way,  a  new  area  like  Valbois  would  be  far  better  off 
financially  to  purchase  its  land  from  the  Forest  Service  at  the 
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outset,  if  it  could,  than  to  pay  rent  under  GRFS  or  the  formula 
contained  in  S.  2606.  We  fully  realize  that  such  purchase  of  the 
land  is  not  possible,  nor  do  we  advocate  it,  but  it  is  a  valid  test 
for  measuring  fair  market  value. 

In  summary,  Mr.  Chairman,  it  is  our  belief,  as  supported  by  the 
data  recited  herein,  that  the  leasing  fee  proposed  in  S.  2606 
uncategorically  obtains  a  fair  market  value  return  to  the  United 
States  for  the  use  of  the  land. 

This  concludes  my  testimony.  Thank  you  for  the  opportunity  to 
testify.  I  would  be  happy  to  answer  any  questions  the  Subcommittee 
may  have. 
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APPENDIX  A 
(Sno-Engineering  testimony  on  S.  2606) 


Larger  Size**  North  American  Ski  Areas  on  State  or  Private  Land 
(shown  by  State,  with  indication  of  comparability/non- 
comparability  ("comp")  to  National  Forest  permit  fee  issue 
and  explanatory  notes;  **  certain  areas  shown  are  not  large 
size  by  national  standards  but  are  large  for  their  State 
and/or  involve  a  lease  or  government  ownership.  Unless 
otherwise  indicated,  source  of  information  is  from  the  ski 
area  operator  by  telephone  interview) 


State/area 
ALASKA: 
-Hilltop 

CALIF: 
-Alpine  Meadows 

-Mt.  Shasta 

-Northstar 
-Squaw  Valley 
-Sugar  Bowl 


comp    Reason  for  comp/non-comp  &  comments 


yes      leased  from  City  of  Anchorage, 
no  rental  fee 


yes     leases  on  private  land  use  Graduated 
Rate  Fee  System  (GRFS)  formula 
(source:  letter  from  ski  area) 

no      shareholder  owns  land,  no  formal 
lease  arrangement 

no      owns  its  land 

no      owns  its  land 

no      owns  its  land 


CANADA 

British  Columbia 


yes     25  ski  areas  operate  on  Provincial 
land  under  a  20-30  year  lease.  They 
pay  a  flat  annual  rental  fee  of  2% 
of  lift  revenues  only  (ski  school, 
food,  ski  shop  and  other  non-lift 
revenues  are  excluded) .  The  areas 
may  also  purchase  their  base  lands 
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Blackcomb  (largest  BC  area) 


at  raw  land  value  (generally  $3, SOC- 
IO,000/acre,  depending  on  location), 
which  has  been  a  great  stimulus  to 
investment,  (source:  BC  Ministry  of 
Lands;  Canada  West  Ski  Areas  Assn) 

lease  under  above  2%  of  lift  formula 
and  base  land  purchase  option; 
government  also  built  base  water  & 
sewer  systems  and  a  2kin  access  road 
and  bridge  (source:  letter  from  ski 
area) 


Alberta 


yes     4  ski  areas  (Mt.  Norquay,  Sunshine, 
Lake  Louise  &  Marmot  Basin)  are 
on  National  Park  land.  They  pay 
a  rent  equal  to  2%  of  gross 
revenues  (source:  Banff  National 
Park  Superintendant ' s  office) 


Quebec  -  Mt, 
Tremblant 


anonymous 


yes     pays  a  flat  $5,000  per  year  to 
lease  the  mountain  from  the 
Province;  rate  equals  7/lOOths 
of  1%  of  gross  revenue  (source: 
letter  from  ski  area  operator) 

yes     a  large  area  in  Canada  was  built 

at  government  expense  and  is  owned 
by  government.  It  is  leased  to  a 
private  company  for  5%  of  gross 
(lift,  food,  ski  school  &  shops) 
operating  revenues 


COLORADO 


-Aspen  (Ajax  Mtn.)    no 
-Silver  Creek         yes 


owns  80%  of  land;  rest  is  USPS 

portion  on  BLM  land;  pays  BLM  $600 
rental  fee  per  year  for  11.5  acres 
($52/acre) ;  rest  of  area  privately 
owned 


IDAHO 
-Silver  Mtn. 


yes      1500  acre  ski  mountain  leased 
from  Bunker  Ltd.  Partnership 
for  30  years  at  $l/year.  Low  lease 
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-Schweitzer  Basin 


no 


10 


rate  is  part  of  community-wide 
effort  at  economic  revival 
(source:  letter  from  ski  area) 

owns  its  land  with  affiliated 
company 


MAINE 

-Camden  Snow  Bowl 

no 

-Sugarloaf 

no 

MICHIGAN 

-Boyne  Mtn 

no 

-Nubs  Nob 

no 

MINNESOTA 

Afton  Alps 

no 

Como 

no 

Giants  Ridge 

no 

Lutsen 

no 

Worth  Park 

no 

owned  and  operated  by  Town  of  Camden 
owns  its  land 


owns  its  land 
owns  its  land 

owns  its  land 

owned  &  operated  by  St.  Paul  Parks 

owned  and  operated  by  State  of 
Minnesota 

owns  its  land 

owned  &  operated  by  Minneapolis 
Parks  &  Recreation  Board 


MONTANA 

Big  Sky 

no 

Marshall  Ski  Area 

yes 

NEW  ENGLAN'D 


anonymous 


yes 


owns  its  land 

pays  $10/acre  to  Champion 
International  to  lease  160  acres; 
paid  $22/acre  to  Forest  Service 
in  1991  under  GRFS  to  lease  50 
acres 


a  very  large  ski  area  owns  its  base, 
but  pays  2%  of  ski  related  revenues 
(lift  tickets,  ski  school  &  food 
service)  to  a  private  landowner  to 


72-838  0-93-5 
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NEW  HAMPSHIRE 
-Cannon  Mountain 


no 


11 


lease  the  ski  mountain 


State  owned  and  operated 


-Dartmouth  Skiway 

no 

-Gunstock 

no 

-Mt.  Sunapee 

no 

NEW  YORK 

-Gore  Mountain 

no 

-Hunter  Mountain 

no 

-Whiteface 

no 

PENNSYLVANIA 

-Ski  Liberty 

no 

-Whitetail 

no 

UTAH 

-Deer  Valley 


-Park  City 


yes 


yes 


College  owned  and  operated 
County  owned  and  operated 
State  owned  and  operated 


State  owned  and  operated 

by  Olympic  Regional  Authority 

owns  its  land 

State  owned  and  operated  by 
Olympic  Regional  Authority 


owns  its  land 
owns  its  land 


owns  base  land  itself,  but  leases 
mountain  from  private  lessors  for 
1.25%  of  net  lift  revenue 
(source:  letter  from  ski  area) 

leases  mountain  from  a  mining 
company  -  rent  is  1%  of  first 
$  100,000  of  lift  ticket  sales  and 
0.5%  of  lift  ticket  sales  above 
$100,000  (source:  letter  from  ski 
area) 


-Sundance 


yes       leases  land  from  affiliated 
corporation  at  same  rate  as 
GRFS  formula 


VERMONT  (information  is  by  letter  from  State  Forests  &  Parks  Dept. 
and  has  also  been  confirmed  with  each  area) 
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7  areas,  5  of  which  (Killington,  Stowe,  Jay  Peak,  Okemo  and 
Smugglers  Notch)  are  larger  size  areas,  currently  operate  partially 
on  State  land.  Lease  terms  vary  significantly,  but  in  general,  the 
rent  is  5%  of  lift  ticket  sales  reduced  by  the  %  of  lift  footage 
on  State  land.  At  at  least  1  area,  only  2.5%  of  gross  is  paid  on 
new  lifts  for  the  first  5  years.  Food,  ski  shop  and  ski  school 
reven\fe  is  assessed  at  2.5%  of  gross,  or  3%  of  gross  if  the 
restaurant/ shop  is  in  a  State  owned  building.  Ski  school  revenues 
are  excluded  from  the  fee  at  all  areas  except  Smugglers  Notch. 

Vermont  leases  generally  rui4  60-99  years  and  guarantee  the  fee 
rate  for  the  duration  of  the  lease  (i.e.  the  fee  is  a  contractual 
item  which  cannot  be  changed  by  the  Legislature) .  The  following 
information  summarizes  the  Vermont  picture: 


-  Bolton  Valley 


no 


0Wns  its  land 


-Jay  Peak 


yes      99  year  lease;  State  built  and  owns 
base  lodge,  parking  lots  and  0.8 
mile  road;  no  fee  is  paid  on  ski 
school  revenues 


-Killington 


yes      99  year  lease;  State  built  and  owns 
base  lodge  and  parking  lot;  State 
built,  owns,  maintains  and  plows 
1.5  mile  access  road;  no  fee  is  paid 
on  ski  school  revenues 


-Mad  River  Glen       no 
-Okemo  yes 


owns  its  land 

60  year  lease;  lease  includes 
use  of  4  mile  summer  access  road 
and  parking  lot  built  and  owned  by 
State;  no  fee  paid  on  ski  school 
revenues 


-Smugglers  Notch     yes 


83  year  lease;  State  built  and  owns 
one  shelter,  road  and  parking  lot 


-Stowe 


yes      90  year  lease;  State  built  and  owns 
base  lodge,  some  parking  lots  and 
road;  no  fee  paid  on  ski  school 
receipts;  pays  only  2.5%  of  gross 
on  new  lifts  for  first  5  years 


VIRGINIA 
-Wintergreen 


no 


owned  by  homeowners  association 


WASHINGTON 
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-Alpental/Ski 
Acres/Snoqualmie 

-Mt.  Spokane 


no 


yes 


owns  land  &  leases  from  Forest 
Service  under  GRFS 

pays  3-4%  of  gross  revenue  to 
Washington  State  Parks  Dept. ,  but 
rent  includes  State  owned  day  lodge, 
parking  lots  and  roads 


WEST  VIRGINIA 
-Snowshoe 


no 


owns  its  land 


WYOMING 
Hogadon 


no 


owned  and  operated  by  City  of  Casper 
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BC  LANDS  -  FAX  COMMUNICATION 
LAND  POLICY  BRANCH 


Tq: 


Andy  Wiesner 

Kogovaek  Inc 
#1420-1801  Broadway 
Denver,  Colorado  80202 

Fax:    303-292-55il 

5  page  including  cover 


From: 

Norman  Lee 

Land  Policy  Branch 

Ministry  of  Environment,  Lands  and  Parks 

victoria,  British  Columbia 

Fax:  (604)  356-1916 
Tal:  (604)  387-1809 


Date: 

June  8,  1992 

Message: 

Per  your  conversation  with  Donna  Humphries,  attached  is  a  summary 
copy  of  our  "Commercial  Alpine  Skiing"  policy. 

There  are  25  ski  hills  with  BC  Land  tenures  and  5  ski  hills  with 
BC  Park  tenures.   BC  Land  pricing  is  presently  at  2%  of  gross 
lift  revenue  and  BC  Parks  pricing  is  at  the  higher  2%  of  gross 
revenue.   The  largest  operation  in  BC  is  Whistler/Blackcomb; 
accounting  for  approx.  60%  of  revenues  over  the  last  5  years. 
There  are  also  a  few  ski  operations  operating  on  private  land;  no 
information  on  their  pricing  system  is  available. 

We  ara  presently  conducting  a  comprehensive  review  of  our  ski 
policy.   The  last  major  review  was  in  1982. 
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OlOWN   LAND   POLICY   SIWMARV 

LSnOS  I  PART  C:    LAND  USE  PROGRAM   POLICY 

CIO:    C0MM2RCIAL   XLPlNE  SXlIHG 


Page      1     of      4 


1.0      GOAL 

To  provide  suitable  Crown  land  for  alpine  ski  facilities  where 
such  development  is  deemed  in  tha  public  interest  and  meats 
the  requirements  of  other  provincial  agencies. 

2.0   APPLICATION 

Applies  to  all  Crown  land  utilized  for  alpine  ski  operations, 
including  land  within  Provincial  Forests  and  Provincial  Park 
and  Recreation  Areas. 

3.0   DEPINITIONS 

"Type  1  Alpine  Ski  Operation"  means  a  minor  oparatidti  serving 
a  community  need  for  day-uea  skiing  facilities.   It 
contains  no  overnight  accommodation,  and  may  be 
operated  by  an  individual,  a  private  company,  a 
municipality,  or  a  non-profit  conmsunity  organization. 

"Typ«  2  Alpine  Ski  Operation"-  means  a  major  operation  which 
-  serves  regional,  provincial,  and/or  international 
markets  aa  well  as  a  local  population.   It  includes 
overnight  facilities  and  may  be  associated  with  other 
recreational  activities  designed  to  attract  business 
■  on  a  year-round  basis. 

"Master  Development  Agreement"  means  a  contract  between  the 
Ministry  and  the  proponent  which  foraalises  their 
undertakings. 

"Controlled  Recreation  Area"  means  the  area  defined  by  a  ■ 

Master  Development  Agreement  over  which  the  proponent 
is  granted  the  exclusive  right  to  control  all 
activities  and  access  for  the  sola  purpose  of 
ensiiring  safe  and  orderly  use  of  the  area. 


FILE  NO:  12165-00  L.A.M.:   3.4.0200 
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CSCWN  L?kND  POLICY  SlVaXS.'J 

LSnC!S  I  PART  C:    LA2TO   USE   PROGSJUI   POLICY 

CIO:    CCMMEaCIAL  KLSISE  STlUiG 
■  •     Page      2     of      4 

4.0  METHOD  OF  DISPOSITION 

4.1  Disposition  of  Crown  land  for  new,  or  expansion  of  existing 
Type  1  or  Type  2  ski  operations  is  made  in  response  to  receipt 
of  an  expression  of  interest  and  completion  of  a  process  which 
will  include: 

a)  advertisement  and  public  meeting; 

b)  the  Buhraiiaion  of  formal  proposalls); 

c)  review  of  the  fornial  proposald)  by  provincial  agencies  and 
local  governments; 

d)  upon  endorsement  of  a  foraal  proposal,  the  signing  of  a 
one-year  interim  agreement; 

e)  preparation  of  a  Ski  Axea  Master  Plan  by  the  proponent, 
which  must  Include  a  site  evaluation,  development  proposal 
details,  phasing  plan  for  development,  and  evidence  of 
compliance  with  local  government  plans  and  by-laws;  and 

f )  the  signing  of  a  Master  Development  Agreement  incorporating 
the  Ski  Area  Master  Plan  and  the  conditions  which  the 
proponent  must  meet. 

4.2  The  Ministry  may  call  for  other  proposals  where  it  has 
identified  high  ski  development  potential  by  means  of  a 
feasibility  study,  and  wishes  to  encourage  development  of  a 
Type  2  ski  operation.   A  proposal  call  may  also  be  used  where 
competitive  interests  are  expressed  in  an  area  identified  for 
ski  development. 

5.0   LAtTD  TS>nJH£ 

a)  Direct  Sale; 

Direct  sale  dispositions  are  made  for  accommodation  lodges, 
hotels,  motels,  parking  lots,  condorainiunis ,  ski  ceLbins,  and 
commercial  facilities  such  as  stores  and  restauramts . 


FILE  NO:  12165-00  L.A.M. :   3.4.020Q 
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CHCWN  LAND  POLICY   SU^MARY 

PAKT   Cl    LAND  USE    PRCGHAH   POLICY 
CIO:    CCMHEBCIAL  MJiIHS  SXIIHG 

•     Page     3     of      4 


b)  Lease: 

A  lease  is  issued  for  Crown  land  ta  be  used  for  day-use 
lodges,  day-use  and  public  parking  areas,  lift  equipment 
and  maintenance  buildings,  and  other  facilities  and 
buildings  unrelated  to  accommodation.  It  is  also  used  for 
non-ski  recreational  amenities.  The  standard  term  for  a 
lease  is  20"  years  for  a  Type  1  and  30  years  for  a  Type  2 
ski  operation. 

c)  Licence  of  Occupatiog; 

A  licence  of  occupation  is  noraally  issued  for  ski  trails 
or  runs,  for  land  occupied  by  anow-raaking  e(riipment,  and 
for  cross-country  ski  trails  within  the  Controlled 
Recreation  Area. 

d)  Rights  of  Way: 

A_ right-of-way  document  is  normally  issued  to  cover  all 
liftytow  lines  used  in  the  development.   The  standard  term 
is  20  years  for  a  Type  1  and  30  years  for  Typo  2  ski 
operation. 

6.0  PKICIHG  (Lease,  licence,  and  right  of  way)     T-tuU  Ui 


a) 


minimTiTTi 


i-'-.i-.'^'j  ^l.aase,  licence,  and  rignt  of  way)     \^uv-j(  v 

The  annual  rental  in  both  Type  1  and  Type  2  ski  operations 
for  all  leases,  licences  of  occupation,  and  rights  of  way 
taken  together  is  2\   of  gross  lift  revenue,  with  a  minlmim 
rent  of  $200  per  tenure. 

b)  The  lease  rental  for  non-ski  recreational  amenities  where  a 
user  fee  is  charged  will  be  negotiated  cind  will  be  in 
addition  to  the  2%  of  gross  lift  revenue  charged  for  other 
leased  lands • 


FII-E    NO:     12155-00 


L.A.M. 


3.4.0200 
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CSCWN   LAND   POLICY   SWGlAITi 

PART    C:    LAND   USE   PRQGRAK   POLICY 
CIO  J    CCJCffiSCIAL  XL5I2rS   SXIING 

Paga      4      of 


7-0   SPECIAL  REQUIREMENTS /PROVISIONS 

a)  The  minimum  third  party  liability  is  $1  million  for  Type  1 
and  JS  million  for  Typa  2  iacilities. 

b)  upon  approval  of  a  fonnal  proposal,  the  s-uccassful 
proponent  is  required  to  provide  a  financial  perfot^nance 
guarantee  to  be  held  pending  completioa  c£  all  phases  of 

development. 


POLICY  SUMMARY 
COMMERCIAL  ALPINE  SKII^JG 
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CANADA 


May  27,  1992 

The  Honourable  Pat  Williams 

United  States  House  of  Representatives 

Washington  DC  20515 

USA 


SUITE  103. 

3313    32na  AVENUE, 

VERNON.  B.C  V1T2M8 

Telaonone;  (60<i)  5^2-9020 
Fa«  No.  (604)  S«2.6070 


Dear  Representative  Williams: 

SM  Areas/Resorts  «  US  Forestry  Land  Fees 

I  understand  you  are  putting  forward  new  legislation  with  the  view  to  formulating  a  fairer 
system  of  fees  paid  by  Ski  Areas/Resorts  for  use  of  US  Forestry  lands. 

It  may  be  of  interest  and  assistance  to  you  to  have  details  of  the  system  used  here  in 
British  Columbia  under  the  Commercial  Alpine  Policy  which  was  negotiated  between  the 
Ski  Area  Industry  and  the  Provincial  government.  This  pohcy  allows  a  tenure  of  either 
50  years  or  30  years  (at  present  we  are  negotiating  to  efiminate  the  30  year  clause  and 
have  everyone  on  a  50  year  tenure).  For  uie  use  of  the  land  we  pay  a  flat  annual  rate 
of  2%  of  Lift  Revenue.  In  addition,  the  Operator  is  permitted  to  purchase  bis  base  area 
land  at  assessed  raw  land  cost  •  this  averages  out  between  $3,500  -  S5,000  per  acre 
depending  on  geographic  location. 

The  result  of  this  excellent  policy  has  been  the  success  story  of  the  BC  Ski  Industry.  The 
system  is  considered  by  all  parties  to  be  fair  and  it  provides  a  steady,  realistic  revenue 
to  the  Q-own. 

In  Alberta,  most  of  the  ski  aieas  are  on  prirate  land  but  the  Rocky  Mountain  resorts  are 
on  Crown  land  which  comes  under  Federal  jurisdiction.  Their  policy  provides  them  with 
a  tenure  of  42  years  and  they  pay  an  annual  rate  of  2%  of  Lift  Revenue.  They  are 
unable  to  purchase  fee  simple  land  of  course,  being  in  a  National  Park. 

In  summary,  I  believe  the  British  Columbia  policy  and  system  to  be  the  best  example  of 
co-operation  between  government  and  industry.  It  provides  incentive  to  invest  whilst 
returning  fair  income  to  the  Crovm. 

I  Wisi  this  may  be  of  assistance  to  your  proposing  changes  to  your  legislation. 

Yours  sincerely 


JIMMIE  SFENCE 
President  &  CEO 


135 


May  27,  1992 


The  Honourable  Pat  Williams 
US  House  of  Representatives 
WASHINGTON,  DC 
20515   USA 


Dear  Sir 

At  the  request  of  the  United  Ski  Industries  Asscciation,  I  am  writing  to  outline  the 
arrangements  between  our  ski  area,  Blackcomb  Mountain,  and  the  Provincial  Government  of 
British  Columbia  regarding  lease  of  Crown  Land. 

The  annua!  rentnl  fnr  I;^ndc  iectsed  for  lift  lin»  rightt  of  way,  ski  triiils,  and  for  day  ujc, 
mniinMin  buildings  suid  recreational  ski  ameniti.ss  is  (;urrenily  2%  of  gross  lift  revenues.  Ski 
areas  in  the  Province,  including  ourselves,  perc;ivc  this  to  be  a  fair  value  for  lease  of  these 
lands. 

Under  uynjom tints  with  the  Provlnclnl  Government  of  British  Coluinbiu,  new  ski  area 
developments  arc  given  the  ability  to  negotiate  the  purchase  of  unimproved  land  for  base  cxca 
and  real  estatcment  development,  at  market  value  in  the  range  of  $5,000$  10. 000  per  net 
developable  acre. 

In  Blickcomb's  case,  tlie  Tourism  Industry  Sub:>ldiary  Development  Agreement  between  ne 
Federal  and  Provincial  Governments  paid  for  witer  and  sewer  installation  to  the  base  of  the 
mountain,  and  also  built  the  2km  access  road  and  highway  bndge  across  Fitzsimmons  Cre:k. 

At  Mont  Tremblant,  a  Quebec  ski  area  owned  by  our  parent  company  and  managed  by 
Blackcomb,  a  flat  fee  of  55,000  is  paid  annually  for  the  lease  of  provincial  park  land  for  sa 
and  rccrpAlional  facilities,  amenities  and  buildings.  This  was  aquivaient  to  0.065%  of  gross  lift 
revenues  for  the  1991-1992  winter  season. 

I  trust  that  this  Information  will  be  helpful  to  you. 

Yours  truly 


Hugh  Smythe 
President  and  CEO 


HS/sr 


bcc:  Jerry  Blann 

niackcomh  Mnuntain  Real  Emalc  LIU.  4^4.')  mji.k.Lniiih  Wuy  •  P  O   flox  >)R 


Whuilrc  •  Hciiisli  Coluliihl/1  • 


VUN     BO         •"•" 
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Silver  Mountain 

K^'llogg  In  i*^  Coeut  d'  AJenes 
May   29,    1992 

Honorable  Tim  Wirth 
United  States  Senata 
Washington,  D.C.  20510 

Honorable  Pat  Williams 

U.S.  House  of  Representatives 

Washington,  D.C.  20515 

Dear  Senator  Wirth  and  Congressman  Williainsi 

Thank  you  for  the  legiolation  which  you  recently  introduced  to  aimplify  the  fee 
oyatem  for  aki  area  use  of  National  Forest  land.  While  Silver  Mountain  is 
located  entirely  on  private  land,  we  strongly  support  the  efforts  of  our 
colleaguee  located  on  National  forest  land.  Skiing  has  never  been  a  terribly 
profitable  bueiness,  and  anything  that  can  be  done  to  assist  the  industry  overall 
will  be  beneficial  to  the  greater  good.  < 

I  understand  that  questions  have  been  raised  as  to  whether  or  not  the  fee  formula 
contained  in  your  bills  will  produce  a  "fair  market  value"  return  to  the  United 
States.   I  offer  the  following  information  for  your  consideration. 

Silver  Mountain  leases  its  1500  acre  eki  mountain  from  a  private  mining  company, 
the  Bunker  Ltd.  Partnership.  We  pay  a  fee  of  one  dollar  per  year  for  our  lease, 
and  that  rate  is  fixed  in  the  lease  for  30  years.  The  low  lease  rata  is  the 
loaeor's  contribution  to  a  community-wide  effort  to  revive  our  economy  by 
providing  a  new  businesa,  job  and  tax  base.  As  you  may  be  aware,  special  Federal 
funds  were  also  provided  to  help  get  our  effort  off  the  ground. 

I  have  heard  many  of  my  asaociatea  in  the  ski  industry  argue  that  the  Forest 
Service  should  consider  providing  land  to  akl  areas  at  a  discount,  or  free  of 
charge,  because  of  the  long-term  economic  benefits,  jobs  and  tax  revenues  that 
ouch  areas  provide.  While  I  realize  that  the  Federal  budget  deficit  makes  such 
a  result  highly  unlikely,  experience  here  and  in  Canada  indicates  the  argument 
has  soma  validity. 

I  hope  this  Information^-iaTTeraful  to  you  in  moving  your  excellent  legislation 
fc 


Peter  Forsch 
General  Manager 
SILVER  MOUNTAIN 


PF:  jr 


Congraaaman  Larry  LaRocco 
Congreaaman  Richard  Stallings 


sii.vr.R  MounTAin 

GlOnUMKLK  AVCnUE,      KCLLOUU,  IDAMO      R.^837.i200 
2nH-7831I  I  I 
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June  22,  1992 


Mr.  Joseph  T.  Prandergaat 
American  Ski  Federation 
237  Constitution  Avenue,  N.S. 
Washington,  D.C.   20032 

Dear  Hr.  Prendergasti 


Park  City  Ski  Ar^a  la  located  on  private  land  leased  by  the  ekl 
area.  The  land  rental  fee  to  tha  private  land  owner  is  1*  oi  tha 
first  Siaa,aoa  in  lift  tlcKat  sales  and  one-haiJ  o£  It  on  lirt 
ticket  ealea  above  SiaO,caO. 


Presiderit  U   General  Manager 
Park  City  Ski  Corp. 


PJ/ks 
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DEER  VALLEY 


Execu'ivie  Office? 

June  9,  1992 


Honorable  Tim  Wirth 

United  States  Senate 

380  Russell  Senate  Office  Building 

Washington,  B.C.  20510 

Honorable  Pat  Williams 
U.S.  House  of  Representatives 
2457  Raybum  Office  Building 
Washington,  D.C.  20515 

Dear  Senator  Wirth  and  Congressman  Williams, 

It  is  my  understanding  diat  you  are  looking  for  data  to  compare  ski  area 
land  lease  rates  charged  by  the  Forest  Service  to  pnvate  or  State  leases. 

Deer  Valley  Resort  began  its  ski  operations  in  December  of  1981 .  We  are 
located  on  property  owned  by  the  resort  as  well  as  leased  land.  The 
blended  rate  paid  our  two  major  lessors  is  1.25%  of  net  lift  revenue. 

I  hope  this  information  is  helpful  to  you.  If  you  have  any  questions, 
please  feel  free  to  contact  me. 

Sincerely, 


Bob  Wheaton 

Vice  President  of  Operations/General  Manager 

BW/bg 
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State  of  Vermont 

D»o*fLm*nz  of  Pun  ano  Wiiohfc 

Qap^firnent  of   Fo/»«ti,  PafHt  mttO    nacT«Htion 
0«Oa'tm«nt  of  E  nvifonmsnHl  Contorvation 
Siaio  Gcc'oqiiT 


AGENCY  OF  NATURAL  RESOURCES 

103  South  Main  St..  10  South 

Wattrbury,  Vermont  05671^601 

DEPT.  OF  FORESTS,  PARKS  AND  RECREATION 

FAX:    (802)  244-1481 

Tel:    802-244-8716 


Jane   H,    1992 


To  Whom  It  May  Concern: 

Representatives  of  the  American  Ski  Federation  and  the  United 
Ski  Industries  Association  have  contacted  this  Department 
concerning  the  rental  fees  which  our  major  lessees  pay  the  State  of 
Vermont  for  the  use  of  State  Forest  lands. 

The  Department  of  Forests,  Parks  and  Recreation  has  reviewed 
the  attached  summary  of  information  provided  by  us  and  our  major 
ski  area  lessees  and  can  confirm  that  it  contains  an  accurate 
description  of  the  overall  leasing  picture  and  individual  area 
differences. 


Sincerely, 


C^. 


Rodney  A.  Barber 
Assistant  Director 
Lands  Administration 


RB/rb 

cc:  Ed  Leary 
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y^yRMONT  (information  is  from  State  Forests  i  Parks  Dept. 
and  has  also  been  confirmed  with  each  area) 


7  areas,  5  of  which  (Killington,  Stowe,  Jay  Peak,  Okemo  and 
Smugglers  Notch)  are  larger  size  areas,  currently  operate  partially 
on  State  land.  Lease  terms  vary  significantly,  but  in  general,  the 
rent  is  5%  of  lift  ticket  sales  reduced  by  the  %  of  lift  footage 
on  State  land.  At  at  least  1  area,  only  2.5%  of  gross  is  paid  on 
new  lifts  for  the  first  5  years.  Food,  ski  shop  and  ski  school 
revenue  is  assessed  at  2.5%  of  gross,  or  3%  of  gross  if  the 
restaurant/ shop  is  in  a  state  owned  building.  Ski  school  revenues 
are  excluded  from  the  fee  at  all  areas  except  Smugglers  Notch. 

Vermont  leases  generally  run  60-99  years  and  guarantee  the  fee 
rate  for  the  duration  of  the  lease  (i.e.  the  fee  is  a  contractual 
item  which  cannot  be  changed  by  the  Legislature)  .  The  following 
information  summarizes  the  Vermont  picture: 


Bolton  Valley 


no 


owns  its  land 


-Jay  Peak 


-Killington 


yes 


yes 


-Mad  River  Glen       no 
-Okemo  yea 


-Smugglers  Notch     yes 


99  year  lease;  State  built  and  owns 
base  lodge,  parking  lots  and  0-8 
mile  road;  no  fee  is  paid  on  ski 
school  revenues 

99  year  lease;  State  built  and  owns 
base  lodge  and  parking  lot;  State 
built,  owns,  maintains  and  plows 
1.5  mile  access  road;  no  fee  is  paid 
on  ski  school  revenues 

owns  its  land 

60  year  lease;  lease  includes 
use  of  4  mile  summer  access  road 
and  parking  lot  built  and  owned  by 
State;  no  fee  paid  on  ski  school 
revenues 

83  year  lease;  State  built  and  owns 
one  shelter,  road  and  parking  lot 


-Stowe 


yes 


90  year  lease;  State  built  and  owns 
base  lodge,  some  parking  lots  and 
road;  no  fee  paid  on  ski  school 
receipts;  pays  only  2.5%  of  gross 
on  new  lifts  for  first  5  years 
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THE  RESORTON  CASCADE  LAKE  IDAHO 


June  10,  1992 

Mr.  Joseph  Prendergast 

President 

AMERICAN  SKI  FEDERATION 

207  Constitution  Avenue  N.E. 

Washington,  D.C.    20002 

Dear  Joe: 

We  have  recently  been  looking  at  the  cost  of  doing  business  on  U.S.  Forest  Service  lands.  It  is  our 
perception  that  the  USPS  fee  structure  may  cause  overpayments  to  the  govermnent  based  on  the  value 
of  the  land  permit  holders  use. 

The  USPS  Special  Use  Permit  for  VALBOIS  included  an  appraisal  of  what  the  USES  considers 
comparable  land  to  support  the  Fee  Determination  Statement.  That  appraisal  calculated  that  the  land  is 
worth  $630  per  acre.    This  would  result  in  a  total  value  of  $1,764,000. 

When  we  use  this  value  estimate  in  our  typical  return  on  investment  calculations,  we  find  that  ownership 
of  die  property  by  VALBOIS  would  be  more  attractive  than  paying  annual  fees.  Some  might  make  the 
argument  that  the  fee  is  based  on  the  use  of  the  property  as  a  ski  area  and  is,  therefore,  appropriate. 
However,  its  value  as  a  ski  area  is  derived  from  the  investment  VALBOIS  will  make  and  this  inflated 
value  should  not  be  used  to  justify  the  payment  of  high  fees  to  the  USES. 

In  conclusion,  it  is  our  opinion  that  USES  fees  for  ski  areas  are  high  based  on  the  fair  market  value  of 
the  property  as  determined  by  the  USPS. 

I  look  forward  to  discussing  this  matter  with  you. 

Sincerely, 

VALIET  INCORPORATED 


0^       'Stt^ 
Roger  W.  Lessman 
President 

cc.  Jack  Marshall 

Valbois  Incorporated 


VALBOIS INCORPORATED 

2  WEST  ROSEBERRY   ROAD.  DONNELLY.   IDAHO  836  15 

DIRECT  CORRESPONDENCE  TO     PO     BOX  309.  DONN  ELLY,   IDAHO  836  1  5 

(206)  325-4dOO        FAX     (208)325-48  16 
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GAO  Response  to  Ski  Industry  Comments  on  Our  Report, 
Forest  Service;  Little  Assurance  that  Fair 
Market  Valued  Fees  Are  Collected  From  Ski  Areas 


Ski  Industry 
Comment 


GAO 
Response 


The  ski  industry  consulting  firm  of  Sno-Engineering 
prepared  an  analysis  for  testimony  in  June,  1992, 
before  the  Senate  Subcommittee  on  Public  Lands, 
National  Parks  and  Forests.   Sno-Engineering' s 
analysis  reviewed  fees  charged  to  ski  areas 
operating  on  state  land,  Canadian  province  land,  and 
private  land.   The  analysis  indicated  that  fees 
charged  by  these  entities  were,  on  average,  less 
than  fees  charged  by  the  Forest  Service's  graduated 
rate  fee  system  (GRFS) .   From  this,  Sno-Engineering 
asserts  that  GRFS  collects  fees  which  are  greater 
than  fair  market  value.   The  ski  industry  views  this 
analysis  as  the  single  most  comprehensive  and 
accurate  analysis  ever  undertaken  of  comparative  ski 
areas  leasing  fees. 

Based  on  the  comments  of  Forest  Service  officials  in 
both  the  Recreation  and  Lands  divisions,  we 
disagree.   Forest  Service  officials  do  not  view  this 
analysis  as  accurate  or  useful.   This  is  in  spite  of 
the  fact  that  the  analysis  would  support  the  Forest 
Service's  position  that  GRFS  collects  fair  market 
value.   The  Chief  Appraiser  of  the  Forest  Service 
indicated  that  states,  Canadian  provinces,  and 
private  land  holders  generally  have  other  interests 
than  charging  fair  market  value  fees  for  ski  areas 
operating  on  their  land. 

States  and  Canadian  provinces  have  a  greater 
interest  in  tourism  and  economic  development  than 
they  do  in  charging  fair  market  value.   Their  ski 
fees  are  an  economic  development  tool  which  they  use 
to  "prime  the  pump"  for  both  the  ski  area  and  the 
local  economy.   States  and  provinces  have  an 
interest  in  the  ski  area  doing  well  and  expanding  to 
provide  more  jobs  for  the  local  population  at  both 
the  ski  area  and  other  local  support  industries  such 
as  hotels/inns,  restaurants,  and  retail  shopping. 

Fees  paid  by  ski  areas  operating  on  private  land 
tend  to  be  low  because  private  land  holders  have  a 
greater  interest  in  the  development  of  adjoining 
real  estate  than  they  do  for  charging  fees  which 
represent  fair  market  value.   In  many  cases,  the 
private  landowner  wants  the  ski  area  to  thrive 
because  it  increases  the  value  of  the  adjoining 
private  land. 
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Because  Sno-Engineering' s  analysis  focused  on  these 
areas,  Forest  Service  officials  view  the  analysis  as 
taking  a  selective  look  at  the  lower  end  of  the 
market . 


Ski  Industry 
Comment 


6A0 

Response 


Some  data  in  our  1988  report  PARKS  AND  RECREATION: 
Problems  With  Fee  System  for  Resorts  Operating  on 
Forest  Service  Lands  was  misleading  or  incorrect . 

-The  report  stated  that  the  Canadian  government 
was  charging  ski  areas  fees  of  5.2  percent  to 
6.4  percent  of  gross  sales.   The  ski  industry 
contends  that  "major  government  lessors"  in 
Canada  charge  2  percent  of  sales. 
-The  1988  report  stated  that  Vermont  charges 
concessioners  operating  on  state  land  a  minimum 
of  8  percent  of  gross  revenues  but  does  not 
mention  that  Vermont  has  a  separate  system  for 
ski  areas  which  charges  5  percent  or  less. 

We  do  not  dispute  that  there  may  now  be  some  "major 
government  lessors"  in  Canada  which  charge  fees  of  2 
percent  of  sales.   However,  our  1988  reports  cited  a 
specific  Forest  Service  document  dated  May  1981 
which  showed  that  Parks  Canada's  fees  were  about 
double  those  of  the  Forest  Service.   The  report 
listed  the  fees  of  three  Canadian  ski  resorts 
sampled  which  were  5.2,  5.4,  and  6.4  percent  of 
gross  sales.   At  that  time,  the  fees  for  Forest 
Service  ski  resorts  sampled  ranged  from  2.5  percent 
to  3 . 8  percent . 

Our  1988  report  clearly  states  that  "state  operated 
concessions .. .are  not  directly  comparable  to  the 
major  Forest  Service  resorts  in  terms  of  size, 
ownership  of  facilities,  or  range  of  services." 
However,  for  informational  purposes  we  provided 
examples  of  state  concession  fees.   Based  on  the 
information  we  collected  for  our  1988  report,  we 
found  that  "Vermont  requires  concession  operators  to 
pay  a  minimum  fee  of  8  percent  of  gross  sales.   In 
California,  concession  fees  averaged  9.7  percent  of 
gross  sales  in  1985-1986.   In  Colorado,  the  state 
and  a  marina  operator  negotiated  an  annual  fee  of 
$10,000,  plus  an  annual  administrative  fee  of 
$1,500,  plus  a  fee  of  7  percent  of  gross  sales." 


Ski  Industry 
Comment 


The  ski  industry  does  not  consider  itself 
comparable  to  other  concessioners  on  federal  land. 
The  industry  contends  that  because  they  lease  raw 
land,  not  improved  land,  it  is  inappropriate  to 


144 


compare  ski  area  permits  to  other  concession 
agreements . 


GAO 
Response 


We  disagree.   Many  concessioners  within  the  Park 
Service  had  to  make  significant  improvements  to  "raw 
land"  at  the  beginning  of  their  concession 
operation.   In  fact,  the  improvements  constructed 
and  owned  by  the  primary  concessioner  at  Yosemite 
National  Park  were  valued  at  over  $100  million  in 
1992.   Many  marinas  in  the  Forest  Service,  Park 
Service,  and  Corps  of  Engineers  have  made 
improvements  to  raw  land  to  develop  the  concession 
operation.   Ski  areas  operating  in  the  Forest 
Service  can  be  bought  and  sold  just  like 
concessioners  in  the  Park  Service  and  other  agencies 
are  bought  and  sold.   Visitors  to  many  Park  Service 
concessions  are  drawn  because  of  the  unique  natural 
beauty  of  the  park.   Similarly,  visitors  to  many  ski 
areas  in  the  Forest  Service  are  attracted  to  the 
combination  of  unique  mountains  located  in  a 
suitable  climate  for  skiing.   We  would  acknowledge 
that  there  are  some  differences  between  ski  areas 
and  other  federal  concessions.   However,  these 
differences  are  not  substantial  enough  to  make 
comparisons  between  them  inappropriate. 


Ski  Industry 
Comment 


The  data  used  by  GAO  to  show  fees  under  the  ski 
industry's  proposed  fee  system  would  increase  for 
most  small  ski  areas  appears  to  be  1989  data  rather 
than  1991  data.   This  is  important  because  the 
legislation  which  proposed  the  ski  industry's  system 
was  based  on  1991  data. 


GAO 
Response 


We  disagree.   With  one  exception,  all  ski  area  data 
presented  in  our  April  1993  report  was  1991  data. 
The  only  exception  was  in  a  footnote  which  reported 
that  two  Forest  Service  projections  of  the  ski 
industry's  fee  system  were  based  on  three  years  of 
historical  data  (1989,  1990  &  1991  data) .   Further, 
we  never  made  the  point  that  smaller  ski  areas  would 
pay  more  in  fees  under  the  ski  industry's  system. 
We  reported  that  for  most  ski  areas,  fees  under  the 
industry's  system  would  change  significantly 
(increase  or  decrease)  from  fees  they  paid  under 
GRFS. 
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August  11.  1993 


Mr.  George  E.  Campsen,  Jr. 

National  Parks  and  Hospitality  Association 

1331  Pennsylvania  Avenue,  N.W. 

Suite  724 

Washington,  D.C.  20004 


Dear  Mr.  Campsen: 


After  reviewing  the  Record  of  the  Subcommittee's  May  27,  1993  oversight  hearing 
concerning  the  federal  government's  polices  for  managing  recreation  services  at  federal 
conservation  units,  including  our  National  Parks  and  National  Forests,  I  am  writing  to 
request  that  you  provide  additional  information  to  clarify  matters  raised  during  your 
testimony  and  subsequent  oral  exchanges.  Please  provide  answers  to  the  following 
questions. 

1.)  In  April  1990,  the  Inspector  General  of  the  Department  of  the  Interior  (OIG)  issued 
an  audit  report  evaluating  the  effectiveness  of  the  National  Park  Service's 
management  of  major  concessioner  operations.  The  OIG  audit  found  that,  among 
other  things,  the  National  Park  Service  did  not  receive  adequate  concessions  fees 
from  the  larger  concessioners.  Does  the  National  Parks  and  Hospitality  Association 
consider  the  OIG's  conclusion  that  the  Park  Service  received  $83  million  less  than 
it  should  have  in  concession  fees  (from  1984  to  1988)  to  be  proprietary  information? 

2.)  Does  the  National  Parks  and  Hospitality  Association  consider  the  financial  statement 
figures  (upon  which  the  OIG's  conclusion  was  based)  to  be  proprietary  information? 


3.)       Does  the  National  Parks  and  Hospitality  Association  consider  information  about  non- 
fee  compensation  from  concessioners  to  be  proprietary  information? 

4.)       Does  the  National  Parks  and  Hospitality  Association  believe  consider  information 
about  concessioners  purchase  of  revenue-producing  items  with  fees  set  aside  for 
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capital  improvements  to  be  proprietary  information? 

5.)  Does  the  National  Parks  and  Hospitality  Association  consider  the  low  fees  and 
preference  right  of  renewal  conferred  by  the  1965  National  Park  Concessions  Act  to 
be  assets  of  the  concessioner  or  are  these  taxpayer  assets? 

6.)  In  the  appendix  to  your  May  27, 1993  testimony,  you  state  that  for  1989,  the  National 
Park  Service  imposed  "rate  add-ons"  of  $1.9  million  for  a  Glen  Canyon  National 
Recreation  Area  concessioner.  Do  you  know  whether  the  concessioner  at  Glen 
Canyon,  which  you  mentioned  in  your  appendix,  is  the  same  concessioner  who  has 
been  cited  for  dumping  used  batteries,  boating  equipment,  and  chemicals  such  as 
dissolved  paint,  oil  and  grease  into  Lake  Powell? 

Thank  in  advance  for  your  cooperation.  Please  submit  your  responses  in  writing  to 
the  Subcommittee  by  close  of  business,  Monday,  August  23, 1993.  If  you  have  any  questions 
regarding  this  request,  please  contact  Steve  Richardson  of  the  Subcommittee  staff  at  (202) 
225-0158. 

Thank  you  for  your  cooperation  in  this  matter. 

Sincerely, 


^  MIKE  STnWr 


Chairman 

Subcommittee    on    Environment,    Energy    and 

Natural  Resources 


CC:     The  Honorable  J.  Dennis  Hastert, 
Ranking  Minority  Member 
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Rex  Maugban,  Chairman 

PO  Box  29041,  Phoenix,  AZ  85038 


'S^ 


Telephone  |602|  967-6006 
FAX  |602)  968-6883 
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Officers 

Rex  G.  Maughan 
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Phyllis  O'Connell 
Secielaiy-lieasujet 


Washington 
Representative 

Allan  T.  Howe 

Board  of  Directors 

Richard  O.  "Dick"  Buck 

Guest  Services,  Inc. 

George  Campsen,  Ir. 

Fon  Sumter  Tours,  Inc 

Gamer  B.  Hanson 

National  Park 
Concessions,  hic 

Edward  C.  Hardy 
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Curry  Company 
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ARA  Leisure  Services,  Inc 
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Parkway  Inn,  Inc 
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Hamilton  Stores,  Inc 
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Services,  Inc, 


September  3,  1993 


Honorable  Mike  Synar,  Chairman 
Subcommittee  on  Environment, 
Energy  and  Natural  Resources 
2157  Rayburn  House  Office  Building 
Washington,  DC   20515-6143 

Dear  Congressman  Synar: 

In  answer  to  your  letter  of  August  11,  1993,  to  Mr. 
George  Campsen,  Jr.  I  am  enclosing  responses  to  your 
questions. 

If  you  have  any  further  questions,  or  wish  to  discuss 
these  responses,  please  feel  free  to  contact  me. 


Sincerely, 


Chairman 
k  Hospitality  Assn. 


RGM/vvd 
Enclosure 


Re> 
National 
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RESPONSES  TO  QUESTIONS  FOR  GEORGE  E.  CAMPSEN,  JR. 
AUGUST  11,  1993 

The  following  responses  to  questions  sent  to  George  E.  Campsen, 
Jr.,  a  witness  at  the  oversight  hearing  of  the  House  Subcommittee 
on  Environment,  Energy  and  Natural  Resources  on  May  27,  1993,  have 
been  prepared  by  the  National  Park  Hospitality  Association  in 
whose  behalf  he  appeared. 

1.  Does  the  National  Park  Hospitality  Association  consider 
the  OIG's  conclusion  that  the  Park  Service  received  $83  million 
less  than  it  should  have  in  concessions  fees  (from  1984  to  1988) 
to  be  proprietary  information? 

The  basis  for  this  estimate  in  the  OIG's  Report  is  a 
calculation  taking  the  highest  franchise  fee  ever  mentioned  in  the 
contract  negotiations  by  the  National  Park  Service  and  assuming 
that  such  a  figure  should  have  been  used  rather  than  the  agreed 
contract  fee.  This  is  an  absurd  conclusion  because  these  figures 
are  used  for  negotiating  purposes  and  are  not  intended  to  be 
absolute  or  mandatory  figures  for  franchise  fees.  It  is  totally 
misleading  and  untruthful  to  state  that  the  government  did  not 
receive  $83  million  in  additional  fees  from  1984  through  1988 
because  this  money  was  never  owed  the  government  and  was  never  a 
part  of  any  contract  obligation.  It  would  be  more  accurate  to  say 
that  all  franchise  fees  which  were  contractual  obligations  were 
paid  but  that  the  OIG  now,  in  hindsight,  wishes  it  had  been  a 
higher  figure.  Since  these  figures  are  only  speculative  on  the 
part  of  OIG,  we  do  not  believe  they  are  proprietary  information. 

2.  Does  the  National  Park  Hospitality  Association  consider 
the  financial  statement  figures  (upon  which  the  OIG's  conclusion 
was  based)  to  be  proprietary  information? 

The  question  is  ambiguous  in  that  the  Association  does  not 
know  precisely  what  "financial  statement  figures"  are  being 
referred  to.  However,  in  general  the  Association's  views  on 
proprietary  information  are  based  on  the  statutory  exemptions 
contained  in  the  Freedom  of  Information  Act,  exempting 
confidential  and  proprietary  information  from  public  release.  In 
a  stipulated  settlement  to  our  lawsuit  in  the  Federal  District 
Court  of  the  District  of  Columbia  (Conference  of  National  Park 
Concessioners  vs.  James  Richards.  No.  90-12088  RCL  (D.C.  May  10, 
1991),  there  exists  an  agreement  allowing  for  the  release  of  such 
financial  information  but  the  agreement  does  not  allow  the  release 
of  the  net  profit  figure  nor  figures  by  which  the  net  could  be 
calculated.  We  would  base  our  judgement  on  whether  the  financial 
statement  figures  referred  to  in  your  question  are  proprietary 
information  on  their  consistency  with  the  terms  of  the  stipulated 
agreement  approved  by  the  Court  and  any  applicable  exemptions  to 
the  Freedom  of  Information  Act. 
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3.  Does  the  National  Park  and  Hospitality  Association 
consider  information  about  non-fee  compensation  from  concessioners 
to  be  proprietary  information? 

It  is  not  clear  from  the  OIG's  Report  whether  it  accurately 
reflects  all  non-fee  compensation  from  concessioners.  We  believe 
that  such  compensation  should  be  accounted  for  and  compiled  by  the 
National  Park  Service,  just  as  franchise  fees,  building  use  fees 
and  other  fees  and  financial  contributions  are.  We  do  not 
consider  any  of  the  fee  or  non-fee  information  to  be  proprietary 
information. 

4.  Does  the  National  Park  Hospitality  Association  believe 
or  consider  information  about  concessioners  purchase  of 
revenue-producing  items  with  fees  set  aside  for  capital 
improvements  to  be  proprietary  information? 

The  question  is  somewhat  ambiguous  but  if  what  is  meant  is 
the  expenditure  of  capital  improvement  monies  provided  by  the 
concessioner  for  the  purchase  of  revenue-producing  items,  then  our 
response  would  fit  that  question. 

The  concessioner  often  expends  monies  for  capital 
improvements  in  accordance  with  contract  requirements  and 
direction  from  the  National  Park  Service.  However,  the  question 
implies  that  the  concessioner  may  be  purchasing  revenue-producing 
items  with  fees  set  aside  for  capital  improvements.  The 
concessioner  never  dispenses  fees  since  these  are  paid  into  the 
U.S.  Treasury  but  the  capital  improvements  are  financed  by  the 
concessioner  from  monies  derived  from  the  operation  over  and  above 
all  franchise  and  building  use  fees  paid.  It  is  unclear  from  the 
question  what  is  meant  by  revenue-producing  items,  since  all 
expenditures  are  done  in  accordance  with  the  directives  of  the 
National  Park  Service  so  any  expenditures  made  for  capital 
improvements  are  for  the  benefit  and  enrichment  of  the  National 
Park,  not  for  the  purpose  of  producing  more  concessioner  revenue. 
Capital  improvements  paid  by  the  concessioner  would  not,  in  our 
opinion,  constitute  proprietary  information. 

5.  Does  the  National  Park  Hospitality  Association  consider 
the  low  fees  and  preferences  right  of  renewal  conferred  by  the 
1965  National  Park  Concession  Act  to  be  assets  of  the  concessioner 
or  are  these  taxpayer  assets? 

The  National  Park  Concessions  Policy  Act  of  1965  (P.L. 
89-249)  does  not  confer  low  fees  nor  the  preference  right  of 
renewal,  as  implied  by  the  question.  Rather,  the  Act  states  that 
franchise  fees  will  be  determined  by  the  probable  value  of  the 
privileges  granted  after  considering  the  opportunity  for  net 
profit  in  relation  to  both  gross  receipts  and  capital  invested. 
The  Act  further  says  that  revenue  to  the  U.S.  shall  be  subordinate 
to  the  objectives  of  protecting  and  preserving  the  areas  and 
providing  adequate  and  appropriate  services  for  visitors  at 
reasonable  rates.    The  Act  does  not  confer  any  rate  of  fee. 
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whether  considered  high  or  low.   The  determination  of  fees  is  set 
by  the  contracting  parties  as  part  of  the  negotiating  process. 

The  Act  does  indicate  that  if  a  concessioner  has  performed 
'  satisfactorily,  as  rated  by  the  National  Park  Service,  they  will 
receive  a  preference  in  renewal  of  the  contract.  It  is  not 
conferred  by  the  Act,  as  the  question  implies,  but  is  earned 
through  qualification  by  satisfactory  performance.  The 
legislative  history  of  P.L.  89-249  indicates  that  in  addition  the 
Congress  found  that  preferential  right  of  renewal  also  serviced  a 
public  purpose  in  promoting  continuity  of  operations  in  order  to 
provide  better  public  service." 

These  items  of  franchise  fees  and  preference  of  renewal  are 
not  assets  of  either  party  to  the  contract.  They  are  contractual 
provisions,  some  as  obligations,  some  as  incentives,  which  are 
part  of  the  broad  body  of  contract  terms.  If  the  question  is 
asking  whether  they  are  transferable  rights  and  duties  under  the 
contract,  our  answer  would  be  that  they  are  such,  just  as  any 
other  right  or  duty  to  the  contract  is  transferable  if  the 
contract  is  assigned,  with  approval,  during  its  term. 

6.  In  the  appendix  to  your  May  27,  1993  testimony,  you 
state  that  for  1989,  the  National  Park  Service  imposed  "rate 
add-ons"  of  $1.9  million  for  a  Glen  Canyon  National  Recreation 
concessioner.  Do  you  know  whether  the  concessioner  at  Glen 
Canyon,  which  you  mentioned  in  your  appendix,  is  the  same 
concessioner  who  has  been  cited  for  dumping  used  batteries, 
boating  equipment,  and  chemicals  such  as  dissolved  paint,  oil  and 
grease  into  Lake  Powell? 

The  present  concessioner  at  Lake  Powell  is  ARA  which  was  the 
purchaser  of  the  present  concession  business  from  Del  Webb  Co. 
The  Association  knows  generally  of  allegations  made  regarding 
certain  items  recovered  from  Lake  Powell,  but  as  to  the  origin  of 
those  items  and  who,  in  fact,  is  responsible  for  such  action,  be 
they  concessioners  or  other  users  of  the  lake,  we  have  no 
information. 


Respectully  submittal 


Rex  Mailgharf,  Chairma 

National  Park\HospitaJfity  Assn. 
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PRIDf  IN! 


United  States  Department  of  the  Interior  America! 


03823(680) 


NATIONAL  PARK  SERVICE 

PO  Box  37127 
Washinglon.  DC.  20013-7127 


JUL  2  7  1993 


;  Vi  ^'^ 


Honorable  Mike  Synar 
Chairman 
Subcommittee  on  Environment, 
Energy  &  Natural  Resources 
Coirjtiittee  Government  Operations 
House  of  Representatives 
Washington,  D.C.   20510 

Dear  Mr.  Synar: 

In  the  May  27,  1993,  subcommittee  hearings  continuing  the  review  of 
the  Federal  Government's  Management  of  recreation  concessions  on 
Federal  Lands,  Mr.  George  E.  Campsen,  Jr.,  one  of  the  witnesses, 
testified  both  as  a  small  national  park  concessioner  and  as  a 
representative  of  the  National  Park  Hospitality  Association. 
During  his  testimony,  he  referred  to  statistics  which  were  prepared 
by  the  National  Park  Service.  He  stated  that  the  National  Park 
Service  statistics  showed  that  for  1991,  concessioners  returned 
10.5  percent  in  various  ways  to  the  Federal  Government  and  that  the 
allegation  that  the  average  return  to  the  Government  in  1989  was 
about  2  percent  is  misleading.  The  National  Park  Service  prepared 
statistics  were  attached  as  part  of  his  statement. 

We  wish  to  clarify  for  the  record  that  the  statistics  referred  to 
by  Mr.  Campsen  were  prepared  as  of  February  3,  1993,  by  the 
National  Park  Service  for  our  own  internal  use.  They  were  not 
prepared  for  use  by  the  concessioners  but  more  importantly,  they  do 
not  represent  or  were  intended  to  represent  an  annual  return  to  the 
Government  from  concessioners.  The  only  numbers  included  on  our 
page  of  statistics  which  we  consider  to  be  a  return  to  the 
Government  are:  (1)  the  Annual  Franchise  Fee,  shown  as  $18.1 
million;  and  (2)  the  Annual  Special  Account  Fees,  shown  as  $6.9 
million.  Both  of  these  amounts  total  $25  million  and  eguate  to  a 
4  percent  return  to  the  Government  based  on  concessioners  gross 
receipts. 

Only  in  the  broadest  sense  could  we  consider:  (1)  the  Annual 
Improvement  Additions  (other  than  the  Special  Accounts  discussed 
above);  (2)  the  Annual  Taxes,  shown  as  $10.2  million;  and  (3)  the 
Rate  Add-on,  shown  as  $3.1  million,  to  be  a  return  to  the 
Government . 
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Enclosed  for  your  information  is  an  updated  listing  of  the  National 
Park  Service  Concessions  Statistics  prepared  as  of  July  15,  1993. 


Sincerely, 


H.    Davis 
Associate  Director,    Operations 


Enclosure 
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National  Park  Service  Concessions  Statistics 


Park  with  Concessioners 

Number  of  Concessioners  -  Contracts 

Permits 
Total 

Number  of  Commercial  Use  Licenses 

Peak  Employment 

Annual  Special  Account  Fees 

Rate  Add-on  (No  Possessory  Interest) 


194 
466 


1SS2 
132 

660 

1,198 

25.627 

10.2  million 
4.6  million 


Annual  Receipts 

Annual  Franchise  Fee 

Annual  Taxes 

Annual  Improvement  Additions 

Net  Income 


1991 
$618  million 

18.1  million 

10.2  million 
39.9  million 

$34.7  million   (5.6%) 


Prepared  as  of  July  15,  1993 


Note: 

1 992  Data  provided  by  the  branch  of  Plaruiing  and  Programi  &  branch  of  Contracti 

1991  Data  provided  by  the  branch  of  Finance 
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